THE BANKER, SEPTEMBER 1933. 


SEPTEMBER 1933 216 


| sh TD RRE 


(BANKER 


| A_fournal of International Banking 





Vol. XX VII. No. 92 





Contents Include 


IMPERIAL MONETARY POLICY 
THE INDIAN RESERVE BANK 
THE CANADIAN BANKING COMMISSION 
LONDON AS THE WORLD’S BANKING CENTRE 
By Pau. EINZIG 
FOREIGN BANKING CONDITIONS 
; ECONOMIC CONDITIONS IN LATIN AMERICA 
GLYN MILLS NEW HEADQUARTERS IN LOMBARD STREET 
By Proressor C. H. REILLY 


Published by 
FINANCIAL NEWSPAPER PROPRIETORS LIMITED 
20 Bishopsgate, E.C.2 


The well-dressed man 
insists on his Tailor using 


be 
| “COURTINE” 

LININGS If any difficulty in 
Riese: aS 
} Cc 0 U R TAU L D S write dian to the 
—will not shrink, fade M v “ if c ‘_ yy 

COURTAUL . 
yd fray, and your Lid., 16, St. Martin’s- 
clothes can be cleaned «name is onthe selvedge.  '€- Grand, London, 
B.©.2. 


time and again. GUARANTEED FULLY SHRUNK. 


ws 








HIIVQUUUIVIUNVUUIUVUUUUAVVUVOVOUULVCUUOLICTOUOUOEVOUOUGVEUOUTOOEVOELOEIETTH UTE nn 


_ BLADES, EAST & BLADES, Ltd. _ 


Established 1821. 
CITY OFFICES: WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, = 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. - = | 
Telegrams : “* Identical, London.” 
BANKERS’ CHEQUE PRINTERS. = 
BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, = 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, = 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. = 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 








The 
Hongkong and Shanghai Banking Corporation 


(Incorporated tn the Colony of Hongkong. The liability of members ts limited to 
the extent and tn manner prescribed by Ordinance No. 6 of 1929 of the Colony.) 


AUTHORISED CAPITAL ° ‘ wees $50,000,000 
ISSUED AND FULLY PAID UP . ‘ , $20,000,000 
RESERVE FUNDS 
STERLING ... aes “on , “es pee £6,500,000 
SILVER ana cas ae : aia : $10,000,000 
RESERVE LIABILITY OF PROPRIETORS ... $20,000,000 


HEAD OFFICE: HONGKONG 


BOARD OF DIRECTORS: 
T. E. PEARCE, Chairman. 
T. H. R. SHAW, Deputy-Chairman 
J. K. BOUSFIELD G. MISKIN 
4. H COMPTON a ee > 
SH. DODWELL Hon. Mr. J. J. PATERSON 
Hon. Mr. C. G. S. MACKIE J. A. PLUMMER 
CHIEF MANAGER: V. M. GRAYBURN., 


BRANCHES : 
Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, 
Hamburg, Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe, Kowloon, Kuala Lumpur, London, Lyons, 
Malacca, Manila, Moukden, Muar, New York, Peiping (Peking), Penang, Rangoon, Saigon, San Francisco, 
Shanghai, Singapore, Sourabaya, Sungei Patani, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama 


COMMITTEE IN LONDON: 
A. H. Barlow Sir George Macdonogh, G.B.E., Sir George Sutherland 
D. G. M. Bernard K.C.B., K.C.M.G. C. F. Whigham 
Cc. A. Campbell The Rt. Hon. Lord Revelstoke 
MANAGERS IN LONDON: 
O. J. Barnes R. E. N. Padfield 
Sub-Manager; G. M. Dalgety Accountant: O. Baker } 


9 GRACECHURCH STREET, LONDON, E.C.3. 








THE 


BANKER 


VoL. XXVII September 1933 No. g2 





VR. EDWARD POPI 








162 THE BANKER 


A Banker’s Diary 


Mid-July—Mid-August 


MONEY has remained very easy and plentiful, so much so 
that a new record low level of 5s. 4-95d. per cent. was 
established for the Treasury bill tender 
rate on August 3. From time to time 
money was inclined to be more usable. 
Thus some 47 millions of additional notes went into 
circulation over the August bank holiday, and _ their 
return only first became apparent in the Bank return 
of August 16, so that this amount of money was taken 
off the market for the best part of a fortnight. Further 
temporary immobilizations of funds occurred through 
the payments of the first call on the Canadian loan and 
the settlement on August 17 of a three weeks’ Stock 
exchange Account. At the beginning of August there 
was a sharp increase of 47-4 millions in public deposits 
at the Bank, which again pa money off the market, 
and this was traceable to the abnormally large payment 
of estate duties, presumably upon the Ellerman estate. 
Still all these passing influences had very little effect 
upon the market, and outside money was always obtain- 
able at no more than } per cent. The ease has been so 
sreat in fact that towards the middle of August there 
were signs that the Bank was allowing some of its 
freasury bills to run off with the object of preventing 
credit from becoming too redundant. Discount rates 
have remained very low and unremunerative, with hot 
Pre wg bills quoted at | per cent. and three months’ 
bank bills at 2 and ;), per cent. Very few of the latter 
have grea Sos forward. 


The Money 
Market 


THE re payment of the first half of the Krench lreasury 
credit obtained from a London banking consortium 
last May, was made during early August. 


lhe fhe amount repaid was £15-0 millions, and 
French Credit ; naiatiel DA Ae 
R ‘ the oper ation was responsible for certain 
epayment ee 
passing changes in the London money 


market Late in June the French Treasury began to 
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accumulate funds in the Bank of England in preparation 
for the operation, partly through the sale of French 
Treasury bills in the London market , aided possibly by 
the transfer of funds from other French Treasury 
accounts in London. The result was that “ other 
deposits’ at the Bank of England rose from £39:8 to 
£57:7 millions, while there was some contraction in 
bankers’ deposits at the Bank, and to judge from the 
July clearing bank averages, also in clearing bank cash 
and deposits. Although it was understood that repay- 
ment was to be made on July 31, in actual fact the 
operation was spread over seve ral weeks, for it was only 
by August 16 that other deposits had been reduced to 
a more normal figure of {42-2 millions. No significance 
attaches to this delay, for it obviously was convenient 
both to London and Paris that so large an operation 
should not be compressed into the space of a single day. 
Reference to the French aspects of this repayment will 
be found in our Paris report upon a later page. 


THE London exchange market has been very idle and 
inactive, and perhaps it is the simplest commentary upon 
recent discussions of our official monetary 
policy to point out that there has been 
practically no intervention by the Control 
during recent weeks, so that both the New York and 
Paris rates have been left free to find their natural level. 
At the same time, so long as operators hold the belief, 
rightly or wrongly, that the present rate between the 
pound and the franc is thought desirable, no wide 
fluctuations or speculative operations in sterling can be 
anticipated. This raises a question, which is briefly 
discussed elsewhere, and upon which there is much to 
be said on both sides. American dollars have been 
subject to wide fluctuations. The set back in American 
prices, the cessation of inflationary tactics pending debt 
refunding and the better adjustment of prices, wages 
and costs, and last, but not least, heavy arbitrage pur- 
chases of United Kingdom 5} per cent. dollar bonds for 
conversion and re-sale in London, combined to bring 
about a rally in the New York exchange, which was 
accentuated by the existence of large bear positions in 
dollars. The result was that the New York rate, which 


The Foreign 
Exchanges 


R 
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early in July had touched mint parity of $4-86, 
subsequently fell as low as $4-32 on July 28. The 
market, however, entirely mistrusts the American posi- 
tion, and does not see how further inflation can politically 
be avoided. Hence by August 18 the rate had relapsed 


to $4°533. 


WHILE purchases of dollars to pay for crop movements 
have lately been in evidence, there is a general feeling in 
London that this year the seasonal de mand 
The Seasonal ¢5, dollars will be less than it usually i 
Factor oH Piyal - 
Now that huge stocks of most staple com- 
modities are in existence, consumers are no _ longer 
compelled to buy as each crop comes forward, but can 
spread their purchases over the whole year. While it is 
still too early to be certain, the London discount market 
has noticed that relatively few Liverpool bills, repre- 
senting shipments of produce, have come forward for 
discount, and that drawers are holding out for very fine 
rates. This confirms the view that the seasonal pressure 
is not likely to be very marked. In the meantime, the 
fact that New York banks may no longer pay interest 
upon demand deposits has diverted a certain amount of 
short money to London. Each such transfer is covered 
by a forward purchase of dollars, and so the three- 
monthly dollar rate has been very firm at 3 cents discount, 
in spite of the general uncertainty of the American 
outlook. Incidentally London purchases of French 
Treasury bills have led to fairly heavy sales of forward 
francs, so that three months’ francs which late in July 
stood at a premium of 21 centimes have since eased to par. 


Botu clearing bank cash and deposits were lower in July 
than in the previous month, cash standing at {204-6 
- millions against {213-2 millions, and de- 
Phe July posits at £1,973°4 millions, against £1,978-2 
otk tees millions. The fall in cash is partly seasonal 
as every June the banks are engaged in 
preparations for their half-yearly balance sheets, but this 
July’s fall in cash is perhaps rather more than can be 
explained by the release of funds after the end of the 
half-year. The probable explanation is that during July 
the French authorities were transferring funds from the 
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London market to the Bank of England in preparation 
for their credit repayment at the end of the month, for 
each such transfer would deplete the clearing banks’ 
balances at the Bank. As already noted, some con- 
firmation of this theory is to be found in the July Bank 
returns. It will also be noted that the banks have not 
thought it necessary to reduce their deposits propor- 
tionately to the fall in their cash, for their ratio of cash 
to deposits has fallen from 10-8 to 10-4 per cent. This 
suggests that they expected their cash to be replenished 
in August by the repayment of the French credit. As 
regards changes in the banks’ earning assets, advances 
have fallen from {775°2 to £707°6 millions, while dis- 
counts have increased from {351-8 to {362-2 millions 
and investments from £544: 4 = £554°0 millions. Call 
money has fallen from {101-2 to £95-9 millions, indicating 
that further clearing bank fixtures aes being replaced by 
loans from “ outside ”’ sources. 


THE July trade returns are quite encouraging. Imports 
were {53:7 millions, against £53-8 millions in June and 
£51-gmillionsin July last year, while exports 
bet ay were {29°8 millions, against {28-5 millions 
Rameeae in June and {29-3 millions in July “eat year. 
There was a most welcome increase in raw 
material imports to {14-9 millions, against {14-0 millions 
in June, and only £10-8 millions in July last year. Part 
of the increase since a year ago may be due to the higher 
level of raw material prices now current. lKRe-exports 
also show an improvement, the July figures being £4°-3 
millions, against only £3-3 millions in July, 1932. In 
interpreting the latest figures it must be remembered 
that they probably reflect the general trade revival 
noticeable in June. In July itself there was evidence of 
a slight set-back, which may be reflected in the August 
trade returns. 


ONCE more the Labour Party has returned to its self- 
appointed task of reforming the banking system of the 
Lab country, and this time it has prepared 

abour and portentous set of proposals involving the 
the Banks a : Bogen. ager Pay 5, 

unification of the “ big five ’’ into a single 

corporation under public ownership; the formation of 


R2 
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a new credit institution to take over the ‘‘ frozen credits ”’ 
of the banks; the nationalization of the Bank of England ; 
and the creation of a National Investment Board. The 
document embodying these proposals reached us too late 
in the month for us to be able to give them detailed 
consideration, but we may return to “them next month. 
To-day we will content ourselves by stating one single 
fact. During the past five years bank failures have been 
continually occurring all over the world, and two of the 
leading nations, namely Germany and the United States, 
had to proclaim a complete banking moratorium. In 
England not a single bank failure has occurred, and yet 
our banking system is thought to be in need of reform ! 


Imperial Monetary Policy 


WELVE months ago we reviewed the Ottawa 
Conference from the banking and monetary angle, 
and lamented the meagre and inconclusive results 
which were reached in this field. Since then many 
developments of importance have occurred, both inside 
and outside the Empire, while a few weeks ago the 
representatives of the Empire at the World Economic 
Conference took advantage of their meeting to issue a 
supplementary statement upon Imperial monetary policy. 
This appeared immediately after the break-up of the 
World Economic Conference, and affords an opportunity 
to re-examine this question in the light of the changes 
which have occurred during the past year. 

It will be recalled that the main reason for the failure 
of Ottawa to reach any definite conclusions upon mone- 
tary questions lay in the divergent interests of the 
different members of the Empire. South Africa was 
still on the gold standard, and Canada was still striving 
to maintain her link with the American dollar. Aus- 
tralia, on the other hand, was definitely committed to a 
policy of expanding credit and raising prices, while we 
in England had just given a welcome to a policy of 
raising prices, but were still concerned with maintaining 
our financial stability which we had just recovered, and 
were also embarking upon the task of preventing undue 
fluctuations between sterling and the gold currencies 
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which then included the dollar. Nor were these issues 
by any means free from domestic controversy in the 
Dominions concerned. South Africa’s choice between 
sterling and gold was the subject of violent discord 
within her boundaries, while the question of the estab- 
lishment of a central bank in Canada was steadily coming 
to the front. 

In such circumstances it was inevitable that the 
monetary recommendations of the Ottawa Conference 
should have consisted of a series of platitudes advocating 
a raising of price-levels, the provision of cheap and 
plentiful money, the avoidance of inflation, and the 
lowering of inter-Imperial trade barriers. Nor is there 
anything to be gained by going back over the Ottawa 
ground again. What is much more to the point is to 
consider the many fundamental changes which have 
since occurred, and to discuss Empire monetary policy 
as it stands to-day. 

Let us begin with the changes which have occurred 
inside the Empire. First and foremost is the South 
African suspension of the gold standard at the end of 
1932, and the linking of her currency on a par with 
sterling during the past eight months. It is true that the 
establishment of parity between London and South 
Africa is not necessarily permanent, for the South African 
Government was careful to say that once they had left 
cold they felt free to fix the exchange value of their 
pound at any convenient level. Yet parity with sterling 
is obviously proving convenient and equitable, and there 
appears to be no reason why a change in the South 
African exchange rate should be made for some time to 
come. Thus one cause of the inconclusive results of 
Ottawa, namely, South Africa’s adherence to gold, has 
now disappeared. 

The next changes are those which have occurred in 
Canada. First there is the American suspension of the 
gold standard and the depreciation of the New York 
exchange, which among other consequences has sent the 
Canadian dollar from a premium to a discount on sterling. 
Simultaneously the discount of the Canadian dollar in 
New York has narrowed, with the result that Canada’s 
indebtedness to the United States no longer drives her 
to cleave to the American dollar and forsake the pound; 
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for the three currencies are now all much nearer together 
than they were a year ago. Moreover, the wild fluctua- 
tions of the American dollar and the greater stability 
of sterling during the past few months have directed 
Canadian financial eyes away from New York and back 
towards London, and the recent Canadian loan success- 
fully floated in London is clear evidence of this. Here, 
too, the events of the past year have been such as to 
facilitate the development of an Imperial monetary 
policy. 

The other Canadian deve lopment is that of the 
appointment of a Royal Commission upon banking and 
monetary problems. This is so recent as to preclude any 
forecast as to its report, although a Canadian correspon- 
dent has much of interest to say on the background to 
the Commission upon a later page. Suffice it to say that 
one of the questions before the Commission is that of the 
establishment of a Canadian central bank, and while in 
our opinion such an institution is not essential to the 
formulation of an Imperial monetary system, it will 
undoubtedly affect the question. The same may be said 
of the project, now formulated, for the foundation of a 
reserve bank in India. 

Australian history has been less spectacular, but 
considerable progress has been made in the direction of 
reviving trade, reducing the burden of indebtedness and 
equating prices and costs. The recent rise in the price of 
primary commodities, partic ularly wool, has been very 
helpful in restoring her purchasing power and maintaining 
the value of her exports. Her exchange on London 
remained fixed at {125 Australian per {100 sterling 
during the whole period, and there is some evidence that 
this is an equitable and practicable rate which can be 
held for some time to come. 

The New Zealand exchange rate on London, however, 
was deliberately shifted from {110 to {125 per {£100 
sterling early in January last. The object of this c hange, 
which was not uncontroversial, was to place New Zealand 
exporters in a more favourable position with regard to 
their Australian and Danish competitors; and it will be 
recalled that Denmark immediately countered the move 
by a similar depreciation of the krone. Apart from this 
there are few actual changes to record, for last autumn’s 
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project for the foundation of a central bank fell into 
abeyance with the resignation of the Finance Minister 
which followed the January depreciation of the New 
Zealand pound. 

Meanwhile important changes were occurring in the 
world at large, and the most striking and far-reaching of 
these was the American suspension of the gold standard 
and the subsequent depreciation of the internal and 
external value of the dollar. In one respect this has 
proved helpful, for it has stimulated a rise in primary 
commodity prices all over the world, and it is probably 
fair to say that while the Imperial policy of easy money 
adopted at Ottawa cleared the road for a rise in sterling 
prices, the actual impact which was needed to start that 
rise came from the United States. On the other hand, 
the divorce of the dollar from gold has had the effect of 
dividing the world into three groups, namely, the dollar 
group, the sterling group, and the gold group. The 
dollar group consists of the United States alone and is 
therefore compact in itself. The gold group, consisting 
of France, Belgium, Italy, Holland, Switzerland, and 
Poland, has recently taken steps to consolidate itself. 
It is only the sterling group which remains loose and ill- 
defined, and here the position is rendered still more 
confused by the fact that for a long time now the pound 
has stood at a fixed rate with the franc. This has natur- 
ally inspired the belief that the pound has been pegged 
against the free gold currencies and has created the 
erroneous impression that the sterling group is being 
de facto linked with the gold group. 

This completes the description of the general back- 
ground to the new report issued by the Empire represen- 
tatives upon the Imperial monetary policy, while the 
particular background was provided by the adjournment 
of the World Economic Conference, in itself largely the 
consequence of the growth of the three monetary groups. 
The new report can be roughly summarized as follows :— 

It begins by recalling the nebulous decisions reached 
at Ottawa a year ago, to the effect that a rise in sterling 
prices would be desirable; that monetary action alone 
would not be sufficient to bring this about ; that, neverthe- 
less, the members of the Empire should adopt a policy 
of making money as cheap and as plentiful as was 
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consonant with the canons of sound finance; and that 
inflation should be avoided. From this it proceeds to 
point out that during the past year, cheap credit has 
borne some fruit, for since June 29, 1932, sterling whole- 
sale prices had risen by 12 per cent., and the sterling 
prices of primary commodities by as much as 20 per 
cent. In New Zealand and South Africa the rise in 
primary prices must have been greater owing to the 
intervening depreciation of their currencies against 
sterling, but the report makes no reference to this. 

The report concludes with the following detailed 
recommendations :— 

(a) While it is essential that the rise in prices should 
continue, the ultimate level to be aimed at cannot be 
stated in precise terms. Any price-level would be satis- 
factory which restores the normal activity of industry 
and employment, which ensures an economic return to 
the producer of primary commodities, and which har- 
monizes the burden of debts and fixed charges with 
economic capacity. The rise in prices should not be 
carried so far as to create any disequilibrium in the 
opposite direction, but the price-level should be stabilized 
so soon as equilibrium is restored. 

(b) With regard to proposals for the expansion of 
Government programmes of capital outlay, this is a 
matter which must be dealt with by each government 
independently. 

(c) The ultimate aim is the restoration of a satisfac- 
tory international gold standard. The real problem is 
to reconcile stability of exchange rates with a reasonable 
measure of stability, not merely in the price-level of a 
particular country, but in world prices. This must 
largely depend on international co-operation and the 
subject must have special prominence in any future 
sessions of the World Economic Conference. 

(qd) In the meantime the undersigned delegations 
recognize the importance of stability of exchange rates 
between the countries of the Empire in the interests of 
trade. This objective will be constantly kept in mind in 
determining their monetary policy, and its achievement 
will be aided by the pursuit of a common policy of raising 
price-levels. Inter-Imperial stability of exchange rates is 
facilitated by the fact that the United Kingdom Govern- 
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ment has no commitments to other countries as regards 
the future management of sterling and retains complete 
freedom of action in this respect. The adherence of other 
countries to a policy on similar lines would make possible 
the attainment and maintenance of exchange stability 
over a still wider area. 

(ec) Among the factors working for the economic 
recovery of the countries of the Commonwealth, special 
importance attaches to the decline in the rate of interest 
on long-term loans. The undersigned delegations note 
with satisfaction the progress which has been made in 
that direction as well as in the resumption of overseas 
lending by the London market. They agree that further 
advances on these lines will be beneficial as and when 
they can be made. 

(f) The undersigned delegations have agreed that they 
will recommend their governments to consult with one 
another from time to time on monetary and economic 
policy with a view to establishing their common purpose 
and to the framing of such measures as may conduce 
towards its achievement. 

Once more the Empire representatives have only 
been able to agree upon a somewhat inconclusive docu- 
ment, but it is clear that they have rejected any idea of 
a comprehensive plan of Empire public works, and have 
to some extent committed themselves to keeping the 
Imperial exchange rates stable at their present level. 
Some commentators, in fact, have gone so far as to suggest 
that this commits the representatives and their govern- 
ments to the establishment of a common Empire currency 
and Imperial central bank. This, of course, is by no 
means necessary, even if it were desirable. All that is 
really needed to maintain the stability of the Imperial 
exchanges is some form of an Empire exchange pool, as 
was suggested in THE BANKER nearly two years ago. In 
effect, such an exchange pool is now in operation. Both 
the central banks of the Dominions, where they exist, 
and the commercial banks hold balances in London, and 
the size of these balances must be one of the factors 
which determine the Dominions’ financial policy. There 
is no real distinction between these balances and a formal 
exchange pool, while recent experience has shown that 
apart from Canada it has been possible to keep the Empire 
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exchanges steady without the provision of elaborate 
mechanism, such as an Empire currency or central bank. 
Canada admittedly is a special case, but as we have 
already shown, the recent trend of events in the United 
States is guiding her back into closer touch with the 
sterling group. 

We may therefore assume that —_ rial exchang 
stability has already been established, or at least that no 
difficulty will arise under this head. re regards questions 
of detail, we urge that every attempt be made to prevent 
frequent and unnecessary fluctuations in the Imperial 
exchanges, though naturally we and the Dominions 
will have to have regard to such factors as our relative 
price-levels and the size of the Dominion balances in 
London. If it becomes palpably clear that an exchange 
rate inside “ Empire is either too high or too low, then 
it will have to be altered, but the alteration should be 
accompanied by an agreed statement by both the United 
Kingdom and the Dominion in question, explaining and 
justifying the reasons for the change. Finally, every 
effort should be made to carry out the spirit of the 
commercial clauses of the Ottawa agreements to reduce 
tariffs inside the Empire, and to increase the volume of 
Imperial trade. This would help to bring Empire prices 
to a common level, would broaden the market in Empire 
exchanges, and so would render the Empire exchange 
rates less susceptible to sudden and disruptive shocks. 

Meanwhile we in London must be concerned with the 
general level of Empire prices and exchanges against 
those of the outside world. Obviously consideration of 
the proper ratio between the pound and the American 
dollar must be postponed indefinitely, for the sufficient 
if regrettable reason that neither we nor the Americans 
are prepared to state to what level we are intending to 
raise our internal prices. There remains the problem of 
the pound and the gold currencies, and here we must 
insist that if sterling prices continue to rise and gold 
prices continue stationary, then the present exchange 
rates between sterling and the gold currencies cannot be 
expected to persist. This does not mean that we 
ought to bring about a sudden fall in the sterling-gold 
currency exchanges, for were we to do so, it is quite 
possible that the first consequence would be that Holland, 
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at least, would be forced off the gold standard, and this 
would be the beginning of further unsettlement. Still, we 
must strike out our own line, and fix our monetary policy 
according to the needs, firstly, of the whole Empire, and 
next of those countries who desire to link to sterling. 
We cannot do this and at the same time maintain a 
fixed relation between sterling and gold, and so the best 
thing we can do is to leave sterling free to find its best 
level against gold, always bearing in mind that the 
exchange value of sterling against the gold currencies 
must be such as to conform to the relative level of 
sterling and gold prices. The only use made of the 
Exchange Equalization Account should be to check 
sudden and disruptive fluctuations, and to smooth out 
and regulate the decline in the gold value of the pound 
which we ourselves believe to be necessary. This is in 
accordance with the original object of the Account. 

In short, pending the general restoration of a “ satis- 
factory gold standard,” at parities which cannot yet be 
determined, we must pursue the more limited objective 
of the best monetary policy for the sterling group. 
Initially that group will consist of members of the British 
mpire, but other countries should be free to join, and it 
is to be hoped that the Ottawa tariff agreements will be 
implemented to the full in practice, and will be supple- 
mented by further commercial treaties, such as those 
recently concluded with the Scandinavian Powers, so as 
to free and facilitate trade within the group. In this way 
sterling will once more become the international currency 
of the world, and when the time comes to forge new and 
permanent links with the gold currencies and the dollar, 
sterling will be able to take the lead. These are the real 
implications of the recent statement of the Empire repre- 
sentatives, and it is to be hoped that they and their 
governments possess sufficient courage, vision, and resolu- 
tion to carry them through to their final objective. 


The Indian Reserve Bank 


N considering the report of the Committee which has 
I been discussing the foundation of an Indian Reserve 
Bank, there is one all-important fact to bear in mind. 
This is that the scheme propounded by the Committee 
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must not be regarded as memati British or Imperial 
views in gene ral upon the proper constitution of a central 
bank, but rather as an atte mpt to deal with a very special 
set of circumstances. In preparing their report, the 
Committee had firstly to work upon the foundation of 
the 1928 Reserve Bank Bill, which never became law, 
and to make all the changes required by the subsequent 
transition of India from the gold to the sterling standard 
and by subsequent political developme nts. Secondly, it 
had to take into account India’s economic, geographical 
and racial divisions; and, thirdly, it had to allow for the 
gradual demonetization of silver which began a long 
time ago, but which is hardly yet complete. 

In the political field, the main fact before the Com- 
mittee was the prior decision that a Reserve Bank, free 
from political influences, should be founded as an essential 
preliminary to the inauguration of the new Constitution. 
[hus the Committee had to realize that in reality they 
were clearing the road for the Constitution, and that 
they must prepare their scheme in such a way that it 
could come into operation at an early date. Under 
present world economic conditions this means that the 
whole scheme must to some extent be provisional, simply 
because the Committee were unable to wait until world 
monetary affairs had settled down. This is implied in 
several sections of the report, notably in those insisting 
upon the maintenance of the sterling standard in India. 
Twice the Committee call attention to the danger of a 
central bank, engaged in operating the sterling standard, 
holding assets in “ gold’ currencies and not in sterling, 
but against this it is made clear that the whole question 
of the monetary standard best suited to India will have 
to be reviewed when the international monetary position 
has clarified itself. 

On the other hand, if the scheme is provisional it 
means that it will probably have to be amended at a 
later date, and in view of the impending changes in 
India’s system of Government, this at once raises the 
question, who will be responsible for making such 
changes? Now many of these changes will consist purely 
of alterations in the practice and technique of the bank 
itself, and so will be the responsibility of the Governor 
and the Board. Here it will be noted with satisfaction 
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that the report makes ample omnis for the indepen- 
dence of both. The share-capital of the bank is to be 
held by private investors, and to be divided as widely as 
possible. Elaborate precautions are taken to prevent 
any one part of India from obtaining ascendancy over 
the remainder. Eight members of the Board are to be 
elected by the share holders, again with precautions to 
ensure that each part of India obtains adequate repre- 
sentation, but the Governor-General in Council is to 
have the right of appointing four further directors, and 
also one officer of Government (who is to have no voting 
power). The governor and deputy-governors of the bank 
are to be appointed by the Governor-General after due 
consideration of the recommendations of the Board, and 
the first directors of the bank are also to be appointed by 
the Governor-General in Council. All this shows that on 
its foundation at least the bank will be completely free 
from any Indian political influence. What will happen 
later on is another matter, and it is somewhat ominous 
that in some respects the Committee was unable to reach 
agreement. The report states :-— 

The Committee considered whether the powers to be given to 
the Governor-General in Council should, under the new Federal 
Constitution, be exercised by the Governor-General at his discre- 
tion or on the advice of his Ministers. In agreeing to the recom- 
mendation recorded below, some of the members took into account 
the powers which they assume the Governor-General will possess 
under the new Constitution Act to intervene if on any occasion 
his special responsibilities are involved. 

No agreement was reached as to whether the power to suspend 
reserve requirements should be exercised (a) by the Governor- 
General at his discretion; (6) by the Federal Government; or 
(c) by the Federal Government with the approval of the Governor- 
General at his discretion. 

It was agreed that powers relating to the forfeiture of the 
right of note issue and liquidation should be exercised by the 
Federal Government with the approval of the Governor-General 
at his discretion. 

Powers authorizing the board of the Bank to make general 
regulations under the Act should be exercised by the Federal 
Government. 

It is satisfactory that powers relating to the forfeiture 
by the bank of its right of note issue and also the liquida- 
tion of the bank can only be exercised by the Federal 
Government with the approval of the Governor-General 
at his discretion, but the Committee could not agree 
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whether the power to suspend reserve requirements 
should rest with the Federal Government or the Governor- 
General. The determination of this question must be 
watched with care, and while we are unwilling to interfere 
in purely political matters, we must point out that 
currency and banking matters can only be safely en- 
trusted to those who have considerable experience of 
the art of Government. 

The demonetization of silver was found to be a less 
serious problem than it was at the time of the Hilton 
Young report (1926), or even at the time of the 1928 
Reserve Bank bill, merely because a large number of 
rupees have since returned from circulation. Still the 
return of further rupees had to be allowed for, and it was 
felt advisable to recommend provisions limiting the 
amount of silver the bank was bound to absorb to 
50 crores, the balance to be sold by the bank to Govern- 
ment. In view of the fact that the bank may have to 
hold 50 crores of demonetized silver against its note 
issue (this silver consisting of rupees encashed for notes), 
the initial reserve ratio for the note issue is fixed at 
50 per cent., and the Committee suggest that even this 
figure may not be ade ‘quate. Judged by modern theories, 
this percentage appears very high, but the report lays 
down that the reserve to the note issue, represented by 
this figure of 50 per cent., is to consist not only of gold 
coin and bullion, but also of sterling securities. The 
Committee indeed toyed with the idea of doing away 
with a gold reserve altogether, on the ground that a 
gold reserve to a ste rling standard currency was illogical, 
while any case most of India’s external obligations 
had . g& met in sterling. Sentimental considerations, 
however, proved too much, for it was felt that the majority 
of the population would feel little confidence in a bank 
which held no gold at all. So the Committee have 
recommended a gold reserve of at least 35 crores. This 
is only equivalent to 20 per cent. of the present note 
issue, a figure which is well below the gold ratio of 25 per 
cent., which is now recommended by current monetary 
opinion. 

The purely banking sections of the report are of con- 
siderable importance. For reasons which are unspecified 
and also are unintelligible, the reserve bank is to copy 
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the Bank of England in being divided into an issue and 
a banking department. Such a division could be justified 
in England ninety years ago, but it is difficult to see the 
reason for it in India to-day, unless it is felt desirable to 
keep the note issue separate in order to cope with any 
further influx of silver in the form of encashed rupees. 
The Committee obviously dislikes the clause in the 1928 
bill obliging the Reserve Bank to open a London office, 
and envisages the adoption of normal central banking 
practice, in  ecceanlliaine with which the Bank of England 
and the Indian Reserve Bank will each act as the other’s 
agent. This section of the report needs no words of ours 
to justify it. The report lays down that all “ scheduled ”’ 
banks in India shall hold minimum balances with the 
Reserve Bank, but deliberately makes no recommenda- 
tion as to the size of such balances, or whether the 
criterion shall be the bank’s paid-up capital and reserves 
or deposits. This matter should be settled before any 
change in the Constitution takes place, as it obviously is 
of considerable importance to bankers. It is perhaps of 
most importance to the exchange banks who do not 
operate only in India, and who naturally will not wish 
too great a proportion of their cash to be immobilized in 
the form of balances with a central bank which is only 
interested in part of the field in which they operate. 

There remains the problem of the Imperial Bank, 
which was originally encouraged to develop itself along 
central banking lines, and which has opened numbers of 
unremunerative branches at the request of Government. 
Clearly some form of compensation is called for, but the 
Committee felt this to be outside their terms of reference, 
and only made the weak statement that the question of 
compensation would no doubt receive due consideration 
by the authorities in India. They do recommend, 
however, that at all places where the Imperial Bank 
already has a branch, and where there is no branch of 
the banking department of the Reserve Bank, the 
Imperial Bank should act as the Reserve Bank’s sole 
agent. 

Even so, this means that the Imperial Bank will now 
become mainly a commercial bank, and with its numerous 
offices all over India it is in a position to become a 
formidable competitor with the exchange banks and other 
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commercial banks. In general, the report represents an 
honest attempt to frame a scheme in conditions which 
in both the political and monetary sphere are at present 
in a state of flux. It therefore must not be judged too 
hardly if it turns out to need substantial amendment, 
and, indeed, in their insistence upon the maintenance of 
the sterling standard, the Committee are to be com- 
mended. The main thing to watch in the future is that 
India’s banking and monetary system remains free from 
political interference in fact as well as in theory, and 
here frankly we need further assurances beyond those 
given in the report. 


The Canadian Banking 
Commission 


(By a Correspondent) 
oe MACMILLAN has accepted the chairmanship 


of the Royal Commission on Canadian Banking, 

of which the appointment and terms of reference 
were announced on July 31 at Ottawa by the Acting 
Prime Minister, the Right Hon. Sir George H. Perley, 
who was from 1914 to 1922 Canadian High Commissioner 
in London. The other members are : Sir Charles Stewart 
Addis, of London; Sir Thomas White, a Toronto lawyer 
who was Dominion Minister of Finance during the war ; 
the Hon. John E. Brownlee, Premier of the Province of 
Alberta; and Mr. Beaudry Leman, general manager and 
director of the Banque Canadienne Nationale, with 
headquarters at Montreal. A sixth appointment is 
expected, presumably of another Canadian representa- 
tive, though an American banker is being mentioned 
as possible at the time of writing. 

It was officially stated that the Royal Commission 
would meet at Ottawa in the second or third week of 
August and commence sittings to take evidence, it was 
anticipated, at Montreal, Toronto, Winnipeg, Regina, 
Sask., Calgary, Alta., and Vancouver, British Columbia, 
thus covering the 3,300-mile stretch of Canadian territory. 

The terms of reference include :— 

1. Detailed examination of the present banking 
system, with a report in the light of which the next 
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decennial revision of the Bank Act, due in July 
1934, may be carried out by the Government ; 

2. A study of the facilities offered by the 
Finance Act, with advice on the need or otherwise 
for a central bank, its possible relation to existing 
institutions, and its proper place and function in 
the general banking scheme; 

3. A study of the entire monetary system of 
Canada, including credit, currency, and coinage, 
particularly in relation to commodity price move- 
ments and fluctuations in international exchange; 

4. A general investigation as to where changes 
and modifications in the banking and monetary 
systems might be made in order to further inter- 
imperial and international cooperation in any 
public policies designed to promote economic revival 
and increase employment. 


A more specific instruction is given, without limiting 
the scope of the Commission’s field of inquiry, to look 
into the workings of the Bank Act, the Dominion Notes 
Act, the Finance Act, and the Currency Act. 

It will be observed that the terms of reference are 
ample enough to ensure a thorough-going examination of 
all that pertains, not merely to banking proper, but to 
the whole present plan, structure, and functioning of the 
financial organization of Canada. These have a signifi- 
cance within the Empire as having been built up, in the 
main, without immediate reference to those in the 
United Kingdom, and are also quite independent and 
dissimilar from banking and its governmental associations 
in the United States. 

Obviously there is in the amplitude of such a reference 
room for a profoundly important document bearing on 
the general principles and operation of banking in its 
private and public capacities. Obviously, too, though 
of more localized importance, there is an opportunity 
for a far-reaching revision and co-ordination of all the 
monetary and fiduciary machinery of a country whose 
advancement into Imperial status has been rapid and 
whose potentialities in internationalism have only just 
been unearthed. 

And the crux of the investigation lies just there. 


s 
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Will such a unification of function as can be envisaged be 
possible in the field of practical politics such as they are 
known in Canada, and which are notoriously not those 
which have ruled in England since the first Reform Act 
of a century ago? It is no secret in the Dominion that 
the Royal Commission was nominated by Premier 
Bennett as the result of Parliamentary pressure last 
session and a good deal of unsettling radical agitation 
in the Canadian West, as was described in the May issue 
of THE BANKER. In the last week of July the Liberal 
Opposition leader, the Right Hon. Mr. Mackenzie King, 
in his political campaign in Alberta—Mr. Brownlee’s 
province—re-asserted that he and his party were com- 
mitted to the establishment of a central bank for Canada, 
and this is equally part of the political programme of 
the Progressives (Farmers’ Party) and the ultra-forward 
section, the Canadian Commonwealth Federation. 

Since 1870, when Canadian banking came wholly 
under Dominion control rather than that of the Colonial 
Office, this is the first comprehensive inquiry into its 
operation and its relation to those governmental activities 
to which it is, in a national sense, subsidiary. During 
1909 and 1910 a Commission appointed by the United 
States Senate, then engaged in one of its recurrent 
investigations of banking, visited several Canadian centres 
and took, semi-publicly, evidence from a number of 
local bank authorities. Their admirable report has 
ever since formed one of the best statements of the dis- 
tinctive features of Dominion banking. 

As to the personnel of the Royal Commission, both 
Lord Macmillan and Sir Charles Addis are sufficiently 
well known to readers of THE BANKER. The three 
Canadian nominees have interesting Dominion associa- 
tions. 

Sir William Thomas White, P.C., K.C.M.G., is a 
member of a Toronto partnership engaged in general 
legal practice. (The distinction between barristers and 
solicitors and attorneys is not observed in Canada.) 
He has an extensive knowledge of bank conditions 
through his vice-chairmanship of the Canadian Bank of 
Commerce. It is of interest to mention that, as Minister 
of Finance in Sir Robert Borden’s Government, he 
introduced the Finance Act of 1914. Avowedly a war- 
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time emergency measure in its first form, this Act has since 
been found to be of such flexibility and scope as to have 
become a coordinated part of banking, perhaps not 
inferior to the fundamental Bank Act itself. Sir Thomas 
was prominent in the first war loan conversions, and 
among his public activities he was a member of the Com- 
mission, which also included the late ex-President W. H. 
Taft of the United States, which examined and reported 
a few years ago upon the claims of the holders, mainly 
English, of certain Grand Trunk Railway securities. 

Mr. Brownlee’s appointment is of general political 
interest as the representative of the Western provinces, 
where the criticism of banking for two years or more 
has been almost a standard text for speech-making. 
Before his appointment as provincial Premier he was 
attorney-general for Alberta. 

Mr. Leman’s appointment has a double significance. 
He has been prominent for some years in all that touches 
the general advancement of banking and the profession, 
and two years ago was President of the Canadian Bankers’ 
Association. There was in his choice as member of the 
Commission a graceful recognition of the place and 
importance in the Dominion of the French-Canadian 
culture of Quebec—an intimate and delicate feature of 
racial relationship that cannot safely be overlooked if 
national unity is to be obtained for any banking pro- 
posals. Besides his connection with the Banque ‘Cana- 
dienne Nationale, Mr. Leman has served on several 
public bodies, including the Farm Loan Board and, 
1931, the Royal Commission on Railways and Trans- 
portation. 
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London as the World’s Banking 
Centre 
By Paul Einzig 
HE writer of this article feels he owes an apology 
to readers of THE BANKER for returning once 
more to the subject which he dealt with on several 
occasions in these pages during the last few years. He 


believes, however, that the frequent fundamental changes 
in the international situation make it necessary to 
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re-examine from time to time London’s position and 
prospects as the world’s banking centre. It is not as if 
events and developments had compelled the writer to 
revise the strong views he expressed in the past on the 
subject. Even during the months of despair in 1931, he 
maintained that London’s eclipse in the sphere of inter- 
national finance was essentially temporary. What was 
an expression of faith in 1931 has since become certainty. 
To some extent, London has already recovered her old 
financial supremacy, and the complete restoration of her 
old role as the world’s leading banking centre is now 
considered to be only a question of time. 

The collapse of the dollar, and even before that, the 
American banking crisis, has removed every likelihood 
of New York competing to occupy London’s position. 
After the suspension of the gold standard in Great 
Britain, New York was regarded as London’s natural 
successor, and to a great extent the dollar replaced 
sterling as an international means of payment. That it 
was unable entirely to replace sterling was due to the 
firm refusal of London banks to grant acceptance credits 
in terms of dollars. The world could not do without 
London acceptance credits—the volume of acceptance 
business done by rival centres having shrunk to a fraction 
of its former figure—and as London insisted upon sterling 
being used as ‘the currency of the credits, foreign banks 
and business firms had to deal in sterling, whether 
they liked it or not. The major part of international 
trade was, however, conducted on a dollar basis, and, 
had the American banks been animated by the same 
spirit of expansion that characterized them a few years 

earlier, it would have been very easy for them to capture 
the lead. They preferred, however, to play for safety. 
In any case, from the beginning of 1933, grave internal 
developments precluded them from active competition 
abroad. Owing to the wholesale run of depositors, they 
had to be on the defensive. The moratorium of March, 
short-lived as it was as far as it afiected banks of 
international standing, has done irreparable harm to 
New York’s position as a banking centre, while the 
deliberate suspension of the gold standard put the 
finishing touch on the work of the destruction of any 
international goodwill New York may have retained. 
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It was assumed in many quarters, not altogether 
unnaturally, that after the dethronement of New York 
it would be the turn of Paris to assume the lead. In 
reality, nothing of the kind has occurred. The suspension 
of the gold standard in the United States coincided with a 
period “of acute stringency in the French money market, 
caused by Treasury borrowing. The banks had to 
provide the funds for meeting the gigantic budgetary 
deficit, and this reduced their carefully -guarded liquidity. 
They could not have dreamt of expanding their foreign 
business. Nor was confidence in the stability of the franc 
sufficiently strong to encourage its use as the principal 
means of payment in international contracts. After the 
American experience, the belief has gained ground that 
sooner or later the franc would follow the pound and the 
dollar. It is true that in many cases the franc has been 
used as an international means of payment, but not nearly 
to the same extent as the dollar was used during 1931-33. 
An unprecedented situation has thus arisen. There 
is at present no currency which could be used safely for 
international contracts. The dollar has been discarded 
rapidly ; the franc is distrusted, and so are the minor gold 
currencies. Part of international trade has reverted to 
a sterling basis, but owing to the uncertainty of our 
foreign exchange policy many people prefer to keep aloof 
from sterling. The natural solution would be to fix the 
contracts in terms of gold. Owing to the recent American 
move to abolish the gold clause, and also earlier British 
Law Court decisions refusing to recognize its validity, 
such contracts are anything but popul: ur. Bankers all 
over the world are doing their utmost to dissuade their 
clients from signing contracts with a gold clause. 
International trade is carried on without any definite 
ree rnational currency. The choice of the currency 
lepends in each individual case upon the relative strength 
of the bargaining position of the parties. In most cases 
buyers are nowadays in a stronger position than sellers, 
and can afford to insist that the goods should be payable 
in their national currency. If they agree to accept the 
seller’s currency—or the currency of the seller’s choice— 
it is usually in return for concessions regarding the other 
terms of the contract. Exporters determined to have 
their way and sell in terms of their own currency have to 
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pay a heavy oe in the form of a reduction of the price 
or extension of credit. The extent of the dictatorial 
powers of buyers is characterized by the fact that in 
quite a number of cases the sellers have consented to give 
the buyers an option of two currencies when payment for 
the goods falls due. There is no possible way for the 
sellers to safeguard themselves against exchange risk 
in such cases by forward exchange transactions. 

Although foreign trade is thus carried on nowad Lys 
in a number of currencies, it may be safely stated that 
the relative share of sterling is at present once more 
larger than that of any other currency. It is used gener- 
ally between countries of the “sterling block,” in the 
East, and it is gaining ground in Latin America. The 
moment the Gov ernment were to declare its intention of 
stabilizing, sterling would become immediately the univer- 
sal means of payment in international trade. For this 
reason, the banking community is strongly in favour of 
an early sté .bilization. It is easy to understand their 
eagerness to resume full activity, after years of enforced 
semi-idleness. Some of their spokesmen are, however, 
inclined to overstate their case by declaring that, unless 
sterling is stabilized at an early date, London runs the 
risk of losing her position as the world’s banking centre. 
Whatever may be the value of arguments for and against 
an early stabilization, this particular argument sounds 
most unconvincing in the light of recent experience. 
There is no financial centre which would be in a position 
to replace London. Whenever this country chooses to 
stabilize its currency—whether to-morrow or in two 
years’ time—London will automatically resume its role 
as the leading financial centre—that is, provided that 
the conditions in which sterling is stabilized warrant 
the belief that its stability will be maintained. If the 
Government is ill-advised enough to stabilize sterling 
without previously securing conditions in which the 
events of 1931 would not recur, then the risk of another 
suspension of the gold standard might paralyse London’s 
work as the world’s banker. 











Matters of Law 


(By Our Legal Correspondent) 


N the last few weeks of the sittings of the Courts before 
' the Long Vacation no banking cases of interest figured 

beyond the ones we have already discussed. There 
has, however, been some considerable discussion in 
banking circles on one or two matters. Two such points, 
arising on guarantees, are of wide interest. The law 
applicable to a bank guarantee in common form .as 
regards a guarantor’s rights after payment to the bank 
of the amount of the sum to which his liability is limited 
is not yet fully settled. In the normal course of the law 
of principal and surety a surety is entitled to claim against 
the principal immediately he has paid anything under 
his contract of suretyship. But the ordinary form of 
guarantee in use by the banker has some clauses which 
may affect this right. In most forms there is the stipula- 
tion that in case of bankruptcy or liquidation—as the 
case may be—the guarantor will not seek to prove in 
competition with the bank. This by itself does not cover 
the difficulty. It does not go so far as to say that the 
guarantor gives up his right to claim by an action before 
bankruptcy or liquidation. At the same time it is 
regarded as fairly efficacious as it is unlikely that any- 
thing short of liquidation ever presented any difficulty. 
Is this so? There are not a few cases in which the 
guarantor being called upon to pay bankruptcy or liquida- 
tion of the customer does not immediately follow. Can 
the guarantor sue the principal debtor prior to his bank- 
ruptcy or insolvency and during the running of the 
guaranteed account in cases where he has paid under the 
guarantee ? 

At common law the guarantor having paid could 
enforce his remedy over against the person he has 
suaranteed, unless the form of the guarantee definitely 
precluded him from so doing. The court is never too ready 
to ‘read into” a guarantee or any form of suretyship 
implied terms that deprive the surety of his rights. 
Hence a wider clause is preferable. By one such clause 
the guarantor declares that he will not, by paying off 
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any sum recovered hereunder, prove or claim to prove 
in competition with the bank in respect of any payments 
hereunder—until all money and liabilities due or incurre " 
by the principal to the bank shall have been paid 
discharged. But that is not enough. The word “ asc is 
implies bankruptcy or liquidation. It does not extend 
to the principal debtor's (i.e. the customer's) estate 
whilst he is a “‘ going concern.”’ Hence, one or two banks 
have expressly stipulated in wider terms—thus: “‘ This 
guarantee shall be applicable to the ultimate balance 
that may become due to the bank from the principal, and 
until repayment of such balance in full, the bank shall be 
entitled to retain, realize or otherwise dispose of in such 
manner as the bank shall think fit any securities now or 
hereafter held by the bank and without any liability to 
account to any of us (i.e. the guarantors) for any pro- 
portion of such securities or the proceeds thereof until the 
said ultimate balance shall have been satisfied, and in 
the meantime none of us (t.e. the guarantors) shall take 
any steps to enforce any right or claim against the principal 
.€., the customer) in respect of any sum or sums paid by 
us or any of us to the bank hereunder.” This at least 
appears to be wide enough (together with the other 
explicit terms to similar effect in cases of compositions, 
arrangement with creditors, bankruptcy) to shut out the 
guarantor’s right to any steps to enforce his claim against 
the principal until the bank has secured its 20s. in the £ 

Without such a definite clause as that quoted above a 
guarantee would entitle the guarantor to proceed at law 
against the principal so soon as he had been called upon 
to pay anything up to his limit on the guarantee. 

Arising out of the above position it has been asked 
whether the bank is not bound to deliver up the guarantee 
to the guarantor who has paid. This question is one of 
little moment, surely. Clearly, with the wide clause last 
cited in the guarantee no such obligation rests upon the 
banker. Even without it, what obligation rests upon the 
banker to deliver up the document even if the guarantor 
has paid his full amount ? The possession of the guarantee 
form itself is not a condition precedent to the guarantor’s 
action against the principal. He can always secure its 
production in evidence by notice to the bank or a sub- 
peena. A banker would of course in every proper case 
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assist the guarantor to sue his principal in the absence of 
the last-cited clause. But, taking the ordinary bank form 
with or without that clause the guarantor has no right to 
demand delivery up of the original document by the 
bank to himself. It is a contract between the bank and 
the guarantor and the bank could not sue him and upon 
it so long as he was not in default, but as matter of record 
it remains with the bank and is producible by ordinary 
legal process whenever properly required. The writer 
has reason to believe that there is some confusion among 
bankers as to the proper position to be adopted in such 
case. It is submitted that the remarks above are correct 
in law and justify a banker in holding the guarantee. It 
is not a title deed to property held as security which has 
to be delivered up when all is clear but a contract in 
writing whose custody is rightly in the bank. 

Another point as toa banker’s dealings with guarantees 
is raised by a suggestion contained in the Gilbart Lectures 
for this year. Referring to the well-known practice of a 
banker taking a guarantee to put through an inquiry to 
the proposed guarantor’s bankers as to his standing, the 
lecturer indicated that, after the original inquiry, the 
guarantor’s banker should be prompt in advising the 
de rage! s banker of any change in the guarantor’s standing 
and of any such matters as his de ath, bankruptcy or 
lunacy. That is to say, that without any subsequent 
inquiry the guarantor’s banker is put in the position of 
legally or morally being bound to volunteer any subse- 
quent material change in the guarantor’s position. 
Presumably, if this obligation does exist it would, on 
principle, apply to all status inquiries. If it were so, we 
can imagine how grievous and almost impossible a burden 
would be placed upon bankers who had complied with the 
courtesy between bankers to answer inquiries. This 
suggestion is, however, an entire misconception. Bankers 
act upon no such rule, we believe. Certainly they are not 
bound to do so. Indeed, we can readily see that to 
volunteer such information apart from specific inquiry from 
a brother banker, would involve the banker who volun- 
teered any derogatory information in the grave risk of 
going against the Court of Appeal rules as Jaid down in 
Tournier v. National Provincial and Union Bank of 
England, Ltd. (1924, I K.B. reports). The contractual 
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duty of secrecy as to a customer’s affairs does not permit 
such volunteered information. 

We are not sure indeed that the Courts would 
necessarily uphold the original inquiry. It is justified 
and can in law only be justified to the doctrine of 
implied consent of the customer to the disclosure. Of 
course, if his banker has the express consent of the 
cuarantor to give him a reference all is well. But in 
many—perhaps most cases—nothing is said to the 
customer. The debtor’s bank asks the proposed guaran- 
tor’s bank whether he is good for certain figures. There 
‘5; much to be said for the contention that a consent to 
become a guarantor of itself implies the consent of the 
proposed guarantor for an inquiry to his own banker 
as to his position. But it is open to argument. However 
that may be, it is quite another thing to say that my 
consenting to become a guarantor implies a running 
consent to volunteer to the other bank any changes in 
my standing. Hence, both in law and in practice the 
suggestion of the Gilbart lecturer is, we submit, unsound. 

With respect to the draft Local Government Bill 
now before Parliament it is interesting to note that the 
Committee of the British Bankers’ Association has made 
representations to the Ministry of Health in regard to 
difficulties which experience has proved undoubtedly 
exist in the working of local government accounts by 
the banks. Every banker is familiar with such difficulties 
and the present Bill seems to afford an opportunity of 
getting some clearer provisions as to the appointment of 
treasurers of local authorities and the general working 
of the accounts, particularly with regard to the borrowing 
of money by these authorities from their bankers. We 
shall hope shortly to learn of the practical proposals that 
are suggested. 

A correspondent—manager of a large branch bank in 
an important holiday resort—directs our attention to the 
recognized practice of bankers to allow customers on 
holiday to draw cheques on branches other than their 
own branch at which their account is kept. In a leading 
text book on Banking Law, he points out, it is de finitely 
said that such an indulgence is not within the ‘‘ ordinary 
course of business ’’ and that thereby the bank loses the 
protection afforded when it pays an order cheque in the 
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ordinary course of business even though the indorsement 
be forged or made without authority. There is no direct 
authority on this very seasonable point and the only 
guidance we can give is to say that what is the “ ordinary 
course of business ’’ isa question of fact in each case. We 
can only remind ourselves that it is generally recognized 
by the Courts that the ordinary course of business is best 
described by those in the particular line of business. In 
the banking world, as in other spheres, there may be 
divergent views on some points, but in every case the 
Court looks for proof of a general custom—not a practice 
observed by a certain group of banks or by some bankers. 
The evidence must establish a definite certain practice 
recognized everywhere in the country as usual and 
ordinary. Would the practice our correspondent alludes 
to not be regarded as out of the “ ordinary ’’—an 
exceptional facility granted for special circumstances in 
particular cases? Is that such an “ ordinary course ’’ as 
the Statute steps in to protect? Nothing obliges a 
banker to give facilities for special occasions but if he 
does so can it be said to be “‘ ordinary course ”’ ? 


Appointments and Retirements 


District Bank 

Mr. Arthur Hacking has been appointed a director 
of the board of the bank. Born in 1877, he is the son 
of the late Mr. Joshua Hacking, J.P., of Clayton-le-Moors, 
near Accrington. He was educated at Giggleswick and 
Christ’s College, Cambridge, and is a Bachelor of Arts and 
a Barrister. He was a member of the London Stock 
Exchange from 1g02-1919. He is also a director of 
British Match Corporation, Bryant and May, Ltd., 
3ryant and May (Brazil), Ltd. and Chambon Ltd. 


English Scottish and Australian Bank 

Mr. J. Argyll Robertson, assistant manager at head 
office, has recently retired and his place has been filled 
by Mr. F. C. Hounsfield. Mr. Hounsfield was born in 
1880 and educated privately. In 1897 he first became 
associated with the bank, becoming assistant secretary in 
1921 and head office accountant in 1928, which position 
he now vacates. 
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National Provincial Bank 

Mr. W. N. C. Wilson, an assistant general manager has 
recently retired. 

Mr. T. F. Stone has been appointed manager at Bristol 
in place of Mr. H. L. Smith who is absent on extended 
sick-leave. Mr. Stone was born in 1881 and educated at 
Christ’s Hospital, London. He first joined the bank in 
1898 and became assistant accountant at Birmingham in 
tg11. He subsequently became manager at Bridgwater, 
Doncaster, Colwyn Bay, Aston Manor (Birmingham) and 
Chesterfield. He now returns to Bristol where he was 
manager’s clerk from Igo4 until 1911. During the war 
he served with the Flying Corps and then with the Royal 
Army Service Corps. 

Mr. H. Pullan, a controller, advance department, 
has been appointed a joint chief controller, advance 
department. 


American Banking 
(By Our Correspondent) 


INCE the middle of July all other developments in 
the United States have been dwarfed by the 
Administration’s re-employment campaign launched 

under the National Industrial Recovery Act. Organized 
after the fashion of the war-time efforts, the N.R.A. 
(National Recovery Administration) has launched a 
tremendous drive compounded of patriotic pe cae og 
and the threat of drastic coercion, and accompanied by <« 

publicity programme of unprecedented force. The ae. : 
tive is to put 6,000,000 men back to work by September 1. 
The means proposed is the adoption by all industry and 
business of codes of “self-government,” prescribing 
minimum wages and maximum hours of work for em- 
ployees, and tules of fair competition for employers. 

The first important industry to adopt a code was the 

textile industry ; the automobile industry followed soon 
after, and dozens of smaller industries and hundreds of 
thousands of individual employers have since been 
daily falling into line. The general character of these 
codes may be indicated by the provisions of a blanket 
code for all industries promulgated by the President 
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for general use pending the rere of specific codes. 
The blanket code abolishes child labour, fixes a forty- 
hour week for clerical workers and a _ thirty-five-hour 
week for factory or mechanical workers or artisans, and 
prescribes a minimum wage of $15 a week for workers 
in the larger centres of population, graduated down to 
$12 a week in the smaller towns and villages. It prohibits 
pay reductions designed to offset the reduction in working 
hours. It places a restriction upon advances in the price 
of merchandise, and imposes an obligation to support 
other subscribers to the code. 

The difficulties of imposing overnight upon the busi- 
ness of the country such drastic changes as these are 
obvious enough, but as has been indicated, the country 
as a whole is stampeding to get behind the Administra- 
tion’s programme. 

Among bankers this latest manifestation of the 
Administration’s daring readiness to experiment, like 
earlier major measures of policy, has evoked much 
silent head-shaking, but no outspoken criticism. The 
bankers themselves after secretly wrangling over the 
matter for a few weeks hastened to draw up a code of 
their own. As formulated, the bankers’ code involves 
no serious departure from existing practice except for 
one ominous and disturbing paragraph which, in effect, 
bestows upon bank employees the right of unionization 
and collective bargaining, with a guarantee of immunity 
from reprisals by their employers. The sting of a forty- 
hour week was removed by granting to the banks per- 
mission to average hours of employ ment over a five- 
weeks’ period and by exempting therefrom guards and 
watchmen and all executives or others in a capacity of 
sole responsibility now being paid more than $35 a week. 
The minimum wage of $15 a week fixed by the code will 
affect only a few messengers and make no material 
change in bank pay rolls. This code has already been 
adopted by the twenty leading New York City banks, 
comprising the membership of the Clearing House 
Association, by the Federal Reserve Bank, J. P. Morgan 
& Co., and other lesser banking institutions, and has been 
recommended by the American Bankers’ Association to 
its membership, comprising approximately 14,000 out of 
the 18,000 banks in the country. 
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The code is a tentative one subject to revision and 
amendment following a full discussion of the subject at 
the annual convention of the Bankers’ Association to be 
held in Chicago early in September. 

Concerning the N.R.A. drive, two factors are chiefly 
disturbing to thoughtful people here. The first is that 
the Administration, if it recognizes the full implications 
of its programme, has not fully admitted them. The 
second is that in the mass hysteria which the intensity 
of the campaign seems calculated to build up, much 
injustice may be done to small business men whose 
enterprises are too weak and inelastic to be crammed 
overnight into the new mould. 

It is clear that the recovery programme, aiming as it 
does at dividing up existing work among the available 
workers while at the same time not reducing but actually 
increasing the rate of compensation per worker, must 
involve a considerable increase in average costs of pro- 
duction. Such a programme could conceivably be highly 
successful in a closed economy, but it is difficult to see 
how it can be reconciled with any kind of an international 
plan of revival. Nevertheless, apart from his ruthless 
harpooning of the London Conference, President Roosevelt 
has not admitted the abandonment of his international 
policy, which was i ee to involve a general lowering 
of tariffs and a removal of obstacles to international trade. 

During the first week in August the N.R.A. made a 
new and important move by calling upon the consumer 
public to bring pressure to bear upon business men to 
fall in line with the re-employment campaign. Whereas 
all employers who had subscribed to a code were dis- 
tinguished by the insignia of a blue eagle and the motto 

‘We do our part ’ prominently displayed in store win- 
dows, factories and offices, a smaller re plica of this 
emblem carrying the legend ‘“‘Consumer’”’ on it was 
prepared for distribution to the public at large, the proud 
holders pledging themselves to give their patronage and 
support to blue eagle concerns. Although the adminis- 
tration has not openly called for a boycott of business 
men who have not yet fallen in line, the implication is 
clear enough and_public-spirited zealots are already 

calling for the boycott as the next step. Meanwhile, 
many small business men, barely able to keep their 
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heads above water as it is, are wringing their hands 
while others, though openly doing lip service to the new 
codes, are secretly violating them. 

In the excitement of the recovery drive the subject 
of inflation has been pushed from the centre of the stage. 
Several developments have contributed to this effect. 
The most important of these was the severe reaction in 
the speculative markets in July. The crash of the top- 
heavy speculation in stocks and commodities served to 
drive home some of the obvious dangers of tinkering with 
the currency. In the stock market no great damage was 
done. The lunatic fringe was as usual wiped out; the 
investing public at large received a salutary reminder 
that even the promise of inflation cannot make prices 
rise for ever. 

In the grain markets matters were more serious. 
Here an exceedingly dangerous speculative position was 
discovered, involving particularly one individual plunger 
whose commitments involved about 18,000,000 bushels 
of wheat, 12,000,000 bushels of corn, and commensurate 
amounts of other cereals. It became necessary to close 
the Chicago Board of Trade and subsequently to invoke 
minimum prices. Lacking these measures the grain 
trade was of the opinion that the bottom would have 
fallen out of the market. 

Financial commentators were not slow to point out 
that the fall in prices had resulted entirely from the 
reckless character of the previous advance which itself 
had been derived from the stimulus to speculation given 
by the administration in its flirtations with currency 
debasement. Soon after this the dollar itself began to 
rally strongly in foreign exchange, the initial impetus 
for the move bei ‘ing provided by the British Government’s 
offer to exchange United Kingdom 5} per cent. dollar 
bonds for sterling obligations at a rate of $3-85 for the 
pound sterling. This offer, which was construed as in 
effect giving holders of the bonds a four-year call upon 
some {36,400,000 sterling, reversed the previous bullish- 
ness upon sterling and resulted in an immediate broad 
appreciation of the dollar. 

Still another factor appears unpleasantly to have 
governed the temporary eclipse of inflation talk. At the 
beginning of August the Treasury announced an offering 
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of 3} per cent. bonds, the first bond financing that the 
Government had attempted since the ill-fated Mellon 
3's of September 1931. By a coincidence, which is none 
too savoury in its implications, the announcement of the 
Treasury's financing was accompanied by an outburst of 
articles in the newspapers giving it as the opinion of high 
governmental officials that plans for inflation had been 
shelved. Some of these articles bore the strong stamp of 
Presidential inspiration. Unfortunately, the new issue 
had no sooner been subscribed, when a new crop of 
articles, carrying apparently the mark of equally high 
inspiration, appeared. This second crop declared candidly 
that although inflation had been “ soft-pedalled ”’ for the 
moment, it was by no means discarded. In fact, these 
writers asserted, active use of the powers conferred upon 
the President by the Thomas amendment to the Farm 
Relief Bill, including the reduction of the gold-content 
of the dollar and the sale by the Treasury to the Federal 
Reserve Banks of large amounts of Government securities, 
might be expected to materialize very shortly. 

The plain fact of the matter appears to be that the 
Administration would like its recovery programme to 
have so rapid and thoroughgoing effect as to render 
further stimulants to business unnecessary, but that 
underneath the turbulent enthusiasm of the recovery 
administration there lurks the opinion that such success 
can scarcely be hoped for; that within a few weeks the 
drive will begin to falter and slow down, the hysterical 
enthusiasm of the country give way to stubborn resistance 
and that then the hyperdermic of inflation will have to be 
brought into play as a last resort before another cold 
winter of unemployment settles down. 

Of developments of a purely banking character there 
have been none of any consequence. The Federal 
Reserve’s credit expansion campaign has dwindled to a 
mere ‘“‘ good-will’ affair of weekly purchases of 
$10,000,000 of United States Government securities. 
Member bank excess reserves now total about 
$460,000,000, but there has been no expansion of member 
bank credit. Borrowers of good credit are still scarce 
and the banks are timid. With the threat of inflation 
still in the background no banker knows when he may 
not be called upon to meet unusual withdrawals by 
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depositors seeking to escape from cash and to find safety 
in stocks, commodities, and real estate. As a consequence 
the banks continue to augment the liquidity of their 
position rather than to extend their loans with the 
advance in business. 

The savings banks in New York State, considering 
themselves particularly vulnerable to withdrawals on 
the part of depositors fearful of the devaluation of the 
dollar, have organized themselves for mutual protection. 
They have formed a trust company of their own from 
which to borrow money in times of stress and which can 
tap the resources of the Reconstruction Finance Corpora- 
tion and, indirectly, of the Federal Reserve System. 
At the same time the banks have co-operatively organized 
a mortgage company to which they can sell mortgages 
rendered temporarily frozen by the present condition of 
the mortgage market. 

Leading commercial bankers belatedly awakening to 
the terrors of the Banking Act of 1933 and realizing 
that to a large extent they had called down these trials 
upon their own heads by their failure to co-operate either 
with each other or with the public authorities, have begun 
to lay plans for themselves, drawing up a programme of 
basic reform that can be substituted for the present 
cumbersome and impractical law. The Banking Act of 
1933 is admittedly a makeshift. It will have to be 
rewritten and re-enacted at the next session of Congress. 
In preparation for this revision the leading bankers in the 
larger cities have organized themselves into an Associa- 
tion of Reserve City Bankers, and have appointed 
commission to go thoroughly into the question of banking 
reform and to prepare plans for presenting Congress 
next January with comprehensive proposals for revision 
of the existing law. 
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French Banking 


By Our Correspondent 


- NHE failure of the London Conference was a blessing 
in disguise for the French money market. Before 
the opening of the discussion at the Geological 

Museum, the money market was relatively tight; for, 

although funds were plentiful, they were not being offered 

freely. There was also a lack of confidence which mani- 
fested itself in hoarding. It cannot be said that, since 
the end of the Conference, the situation has undergone 

a complete change, but the declarations of members of the 

French Government, reaffirming their determination to 

maintain the franc on a gold basis, seem to have contri- 

buted towards reassuring the public. Hoarding has 
slightly declined, and the influx of foreign funds, 
interrupted for several months, was resumed at the 
beginning of July. Under this double influence, the 
situation of the money market has improved considerably. 

The market rate of discount which was 14% per cent. 
in May declined to 13 per cent. in July. Day-to-day 
money declined from 1} to I percent. The rate of loans 
on Bons de la Défense for one month declined from 

25’; per cent. to 1 per cent. The following table shows 

the full range of changes in interest rates :— 

End of Endof End of 
May, June, July, 
1933 7933 1933 


/0 % (a) 

Market rate of discount... “ .. I# 1? 1g 
Day to day money .. .. <I} 1} I 
Loans on Bons de la Dé fense N ationale : _— 

Market rate for 1 month.. ns a 2 1# f 

Market rate for 3 months - iw oe 24 } 
Rates of loans on securities :— 

On the Parquet .. ‘a ic a I 1} 

On the Coulisse .. ni és o a 4} i 


This improvement in monetary conditions was the 
result of the decline of hoarding and the fresh influx of 
foreign funds. It is difficult to measure the extent of the 
first of these two factors, but the second may be estimated 
on the basis of the figures of the Bank of France’s gold 
reserve. Between March and June, 1933, the gold reserve 
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remained practically unchanged at about 81 milliards. 
During that period the Bank of France received gold 
withdrawn from the Netherlands Bank and the Swiss 
National Bank, but had to satisfy the demand for 
internal hoarding and these two movements, on the whole, 
balanced each other. Since the end of June, however, 
the influx has been superior to the efflux, so that, by the 
end of July, the reserve amounted to 82 milliards. 

The increase in the gold reserve resulted in an 
expansion of money market resources. Between the 
end of May and the end of June, the sight liabilities of 
the Bank of France increased from 104 to nearly 
105 millions. As the foreign funds were placed with the 
commercial banks, the position of the latter improved. 
They were able to increase their loans and so help to 
ease the monetary position. 

The increase in the gold reserve also resulted in 
a slight increase in the note cover from 77-89 per cent. 
at the end of May to 78-17 per cent. at the end of July. 
Slight as it is, this increase created a good impression in 
France, for in other gold countries the note cover declined 
during the same period. The other items of the Bank of 


France’s balance sheet showed no appreciable change. 
End of End of End of 
May, June, July, 
1933 1933 1933 


ASSETS. (Millions of francs) 
Gold reserve a .. 80,951 81,242 81,976 
Foreign exchange reserve e (total) ie 3,045 3,758 3,746 
Sight ab a oe ee ca 2,408 2,584 2,572 
Time .. és i - - 4,597 1,174 1,174 
Discounts (total) 7” - an 3,691 2,847 3,690 
Bills on France Ba ua 3,638 2,617 3,461 
Bills on foreign countries a ‘a 53 230 229 
Advances on bullion... ia ia 1,277 1,282 1,310 
Advances on securities .. ‘6 “ 2,675 2,705 2,661 
Bonds on the Caisse Autonome ‘ai 6,582 6,488 6,463 
LIABILITIES. 
Note circulation .. .. 83,267 84,707 82,853 
Current and deposit accounts (total) .. 20,658 19,713 22,019 
Of which— 
Treasury ea 7 a a 284 337 742 
Caisse Autonome sls aa - 1,981 2,000 2,010 
Private accounts - nv .. 18,203 17,138 18,982 
Sundry fa ar po 190 237 285 
Total of sight liabilities ‘i i .. 103,925 104,421 104,872 
Percentage of gold cover - .. 77°89%, 77°80% 78+17% 


tr 2 
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It is worth noting that the French Treasury’s 
balances with the Bank of France showed an increase 
from 284 millions at the end of May to 742 millions at 
the end of July. In reality, the Treasury’s resources 
increased to a much greater extent than is indicated by 
these figures, because at the same time the Treasury 
accumulated also balances with commercial banks. The 
amount of these balances is not known, but it must be 
considerable, for at the end of July it enabled the 
Treasury to redeem half of the credit granted by British 
banks, equivalent to 1,200 million francs. The i improve- 
ment of the Treasury’s cash position was the consequence 
of the easier conditions in the money market, for, while 
the banks mainly bought one month’s Treasury bills, 
the influx of foreign page also enabled them to take 
over larger amounts of 2 and 3 months’ Treasury bills. 
The examination of the table” comparing money rates 
shows that, since May, the rates on very short loans have 
shown the most noticeable decline. The rate of loans on 
Bons de la Défense for one month, for instance, declined 
very sharply, and so did the day-to-day money rate and 
the market rate of discount. On the other hand, the rate 
of loans on Bons de la Défense for three months remained 
at 24 per cent., and so did not in the least benefit by the 
improvement of money market conditions. This is 
because the Bons de la Défense are not eligible for 
rediscount, and while the banks are keen on taking 
Bons de la Défense for one month they do not care for 
immobilizing themselves for three months. This shows 
that, even though the market has improved since June, 
confidence is still lacking to some extent. The Government 
has done its utmost to restore confidence, and in a 
recent speech, M. Daladier once more declared that the 
franc will be maintained in every circumstance, while 
M. Bonnet takes every opportunity to draw attention to 
the improvement in the situation of the Treasury. He 
emphasized the repayment of part of the British credit. 
This credit, amounting to £30 millions, fell due on 
August I, but the borrower had the option of renewing 
it until November. As a result of the improvement of the 
Treasury’s position, the Government decided to repay 
half of the amount. For that purpose the Treasury 
requested the Bank of France to cede part of its holding 
of sterling. 
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Did the improvement of the Treasury’s position 
justify the repayment of half of the credit? Admittedly, 
in July the Treasury found it easy to raise the funds it 
required. Instead of living from hand to mouth as it 
had to at the beginning of the year, it was in a position 
to form a fairly substantial reserve. The question is 
whether it was wise to use this reserve for the repayment 
of the British credit, especially at a moment when the 
Government had no idea whether the new medium-term 
loan would be a success. The view is held in many 
well-informed quarters that the Treasury would have been 
wiser to prolong the whole credit until November. It 
has to provide for the requirements of public works, 
advances to railway companies, etc., in addition to the 
budgetary deficit which is estimated officially at 3,600 
million francs, but is probably over 4,500 millions. 

Nevertheless, the Government wanted to make a 
gesture, and to impress the public by the anticipated 
repayment of part of the British credit. It hoped that 
this gesture would improve its credit and would assist 
the new loan which opened on July 5 and was not closed 
until August 5. The repayment of the credit attained 
its end from this point of view. It was followed by a 
rise in Government stocks, and this improvement made it 
easier to place the new loan. Instead of the 2 milliards 
expected, over 3 milliards were obtained. 

The gesture of the Finance Minister impressed, 
however, only the general public which was unaware of 
coming difficulties. It did not allay the fears of those 
who, knowing the budgetary situation for 1934, are 
wondering how the Government will meet the deficit. 
The budget for 1934 will be even more difficult than that 
of the current year. According to the estimate of 
M. Germain-Martin, the late Minister of Finance, the new 
loans will add one milliard to the deficit for 1933, already 
estimated officially at 3-6 milliards. The reorganization 
of the transport system, the increasing burden of life 
annuities, and inadequate results of economies would 
increase the deficit by another milliard to 5,600 millions. 
Moreover, the budget for 1933 contained receipts which 
will not recur, such as, for instance, the profit on silver 
and nickel coinage, amounting to 1,300 millions. Allowing 
for this, the deficit in 1934 would attain 7 milliards. 
In addition, the revenue estimates for 1933 proved to be 
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too optimistic and, allowing for this, the estimate of the 
deficit for 1934 should be raised 8 milliard francs, or to 
about {95 millions at the present rate of exchange. 

How will this deficit be met? M. Germain-Martin 
rules out the solution of inflation, to which the majority 
of public opinion is hostile. There can be no question of 
fresh taxation. The only remaining solution is retrench- 
ment. M. Germain-Martin is in fav our of this solution, 
but points out that it would be necessary to find a 
Government capable of obtaining Parliament’s approval 
to such drastic economies, which will not be easy. It 
seems probable that, when in October, the Government 
submits to the Chamber its economy proposals, it may 
be defeated. The question is how the franc would be 
affected by such a crisis. It is not likely that the stability 
of the currency would be affected, although there may be 
some outflow of gold. 

As public opinion in France is hostile to the deprecia- 
tion of the franc, the moment the bad state of public 
finance jeopardizes the stability of the currency the 
pressure of public opinion will force Parliament to pass 
the economy measures rather than allow the franc to 
depreciate. The fear of a depreciation is, therefore, 
unjustified. The opposition of the nation to inflation is 
the chief safeguard against the recurrence of the events 
of 1924-26. 


German Banking 
By Our Correspondent 


Te: last few months witnessed an increase of 
business activity in most directions, so that the 
Government could speak in its announcements 

about recovery from the crisis. Stagnation continues 

to prevail, however, in German banking, and in this 
respect the last few months did not bring any change. 

While production increases and unemployment declines, 

the indices of the money market and capital market 

show no improvement, and the deposits and advances of 
banks continued to shrink. Admittedly, the contraction 
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in the figures of the monthly returns of the banks, 
expressed in reichsmarks, was due to the depreciation 
of the dollar, which is the currency of many deposits 
and advances, but even after allowing for this fact it is 
evident that there is no sign of any creation of fresh 
capital, and that there is no fresh demand for credits. 
The market rate for bank bills is 3? per cent., while call 
money is 4} per cent. and monthly loans 54 per cent. 
Nine months’ Treasury bills are discounted at 4? per 
cent. by the banks and a few large industrial concerns, 
but the issues are mostly confined to the renewal of 
maturing bills. 

While the money market has not changed since the 
spring, conditions in the capital market have if anything 
become worse. Government, municipal, industrial and 
mortgage loans all registered declines, and the average 
yield of first-class German bonds has risen since April 
from 7 to 7# per cent. The market in equities has also 
remained flat during the last few weeks and the turnover 
has been small. In a speech made towards the middle 
of August, Herr Schmitt, the Minister of National 
Economy, pointed out that one of the principal tasks 
which could not be carried out up to now is the restoration 
of the confidence of investors in new issues. The capital 
market is distrustful of long-term investment. This 
affects the banks particularly; their stock departments 
are idle, and the unfreezing of loans to industries through 
new issues is impossible. The bad assets have still to 
be carried, and while there is much talk about recon- 
struction plans, nothing is actually done. 

The explanation of the fact that industrial production 
increased without affecting the banks is that the increase 
was largely due to public works. These works are 
financed in part out of the liquid resources of the State 
Railways and the Post Office, and in part through the 
issue of bills guaranteed by the Reich. These bills are 
placed almost exclusively by the public institutions 
created for that purpose, and they depend upon the 
Reichsbank as the last resort. The commercial banks 
are thus eliminated, which is explained by the inadequate 
connections between these banks and political quarters. 

The elimination of the commercial banks is affecting 
also the granting of credit to industries. The Akzeptbank 
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which was established in July 1931 for the reconstruction 
of banks, has lately taken an active part in granting 
credit to industrial and commercial firms. These credits 
are partly of a political character. The transaction which 
attracted the greatest attention was the granting of a 
credit of Rm. 14,500,000 by the Akzeptbank to the 
Berlin stores of Hermann Tietz in July. The object of 
this credit was to prevent the financial collapse of that 
firm. The situation of all stores is very unfavourable, 
owing to the propaganda activity of the National Socialist 
Party directed against them. In this the banks are 
considerably concerned, for all stores have substantial 
bank debts. 

There is another branch of activity which assumed 
great importance lately, but in which the banks cannot 
participate. Dealing in blocked marks is done mostly 
abroad, owing to the exchange restrictions in Germany. 
Foreign, mostly Dutch and Swiss, banks are the inter- 
mediaries when a foreigner wants to sell his frozen 
German balances to another foreigner. Through the 
transfer moratorium this traffic will further increase, and 
to some extent it will be transacted in Germany. The 
German party to these dealings will be, however, another 
official institution, the Gold Discount Bank. Sales of 
the blocked 50 per cent. of the interest on external loans 
other than the Dawes and Young Loans will have to 
take place through the Gold Discount Bank. 

As is well known, the transfer moratorium began on 
June 30. On that day the gold and foreign exchange 
reserves of the Reichsbank amounted to Rm. 274,000,000. 
By August 7 this figure increased to Rm. 336,000,000. 
This increase was due only partly to the transfer 
moratorium, for the amount of foreign exchanges saved 
through the transfer moratorium since June 30 is at the 
most Rm. 40,000,000. In addition, the Reichsbank has 
lately received fairly substantial amounts from proceeds 
of exports, as in the spring German exports were fairly 
favourable. In addition, some Russian payments for 
earlier deliveries have also arrived, Lastly, as a result 
of reinforced regulations, some holdings of foreign 
exchanges have been surrendered to the Reichsbank. 
In face of this result it is probable that the terms of the 
transfer moratorium will not becarried out until January I. 
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Foreign creditors need not fear that Germany will stop 
the payment of the promised 50 per cent. The Reichs- 
bank does not expect, however, that the inflow of foreign 
exchange will continue. During the last few months 
the export surplus was smaller than in the spring, which 
circumstance will make itself felt by September. 

Although the official date for the transfer moratorium 
was June 30, actually there was some delay in putting 
the newly created system into operation. By the middle 
of August foreign holders of German loans—other than 
the Dawes, Young and Potash loans—had received 
nothing for their July 1 coupons. For the transfer can 
only begin when the holder or the fiscal agent representing 
them declare themselves prepared to accept for the 
balance non-interest-bearing scrips of the Konversion- 
skasse. The negotiations for the details of these scrips 
have taken a long time, but were more or less concluded 
by the middle of August, so that the scrips will be issued 
shortly. It is believed in Germany that foreign bond- 
holders will be able to sell their scrips at a discount of 
50 per cent. This would mean that holders would 
receive altogether 75 per cent. of their interest, and that 
German debtors would for the present save one quarter 
of their liability. 


Economic Conditions in Latin 
America 


By Our Correspondent 


HE rapid advance in prices of basic commodities 

in the United States has found reflection in Latin 
America in a corresponding improvement in local 
market prices for leading export products, and, in conse- 
quence, there is evidence of somewhat increased confidence 
in the economic outlook. A partial reaction has occurred 
in recent weeks—again in sympathy with the tone of 
United States markets—and, indeed, the influence of 
United States conditions in Latin America has not been 
confined to the situation in the commercial markets. The 
financial status attained by the United States after the 
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war—and especially during the boom years 1926-29, 
when loans were freely granted in the New York market 
to South American Gov ernment, Municipal and other 
borrowers—strengthened the influence of events in the 
Northern Republic upon the economic life in the southern 
Continent, and South American opinion has undoubtedly 
been largely influenced by the character of the special 
measures adopted in recent months by President 
Roosevelt in his endeavour to find a practicable solution 
of the major difficulties of the economic depression. 

The suspension of the gold standard in the United 
States has directly affected the currency policy of the 
South American countries, the latest adherent to a paper 
currency régime being Guatemala, which suspended the 
gold standard on July 8 last. From the point of view 
of currency, Guatemala had a particularly close link 
with the United States, the Monetary Law of May 2, 
1925, having established a new unit, the gold quetzal, 
of the same weight and fineness as the United States dollar. 
In the circumstances therefore—and New York being the 
principal coffee market—it was perhaps inevitable that 
Guatemala should proceed to link her currency to the 
paper dollar. Brazil apparently does not intend the 
milreis to depreciate to the full extent of the dollar, and 
the official drawing rate on New York, which had been 
fixed for some months, has recently been lowered on 
several occasions. Moreover, in Peru and elsewhere there 
are definite indications of a return to sterling as a basis 
for calculating exchange rates. 

Another direction in which the spirit of the latest 
United States legislation is being emulated in the Latin 
American Republics—and one which emphasizes the 
present difficulties of the banking industry—is in the 
comegenety lowering of interest rates and relief to mort- 

gage debtors. A Bill for a two-year Moratorium on 
a Debts has been passed by the Argentine 
Chamber of Deputies. According to the text thereof, 
obligations guaranteed against mortgages which have 
already matured, or which, before the promulgation of 
the Law, may have become demandable through failure 
to pay the agreed interest or principal sum, are extended 
for a period of two years as from date of promulgation. 
Obligations guaranteed against mortgages and in force 
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on date of promulgation and which one year thereafter 
mature or become demandable through failure to pay 
the agreed interest or principal sum are likewise extended 
for a period of two years. The benefits granted by the 
Law would not be applicable to debtors in respect of 
mortgages arranged on an accumulative amortization 
system, whereby the principal sum is either wholly or 
partially extinguished by periodical payments which 
include both interest and amortization. This latter 
provision apparently — from the Law the Loans 
and Cedulas issued by the National Mortgage Bank, so 
that the operations of the measure are confined generally 
to the small farmers who are admittedly in difficult 
circumstances. In Salvador, following the issue of a 
Decree in March last postponing creditors’ rights of 
foreclosure under the Moratorium Law, the Government 
decreed, under date of May 31, a series of amendments 
to such Law, principal among which are provisions 
fixing maximum interest rates and an arbitrary rate of 
exchange at which debts in foreign currencies and gold 
are to be liquidated. Limitation of interest rates was 
decreed in the earlier part of the current year in Colombia 
and Ecuador, whilst in Peru the Government has 
decreed the suspension for one year as from January 21 
last of the sale under mortgage of urban or farm properties, 
reducing existing rates of interest on loans with mortgage 
security by I per cent., and providing that in no case is 
the rate to exceed g per cent. Interest on mortgage 
bonds is excluded from this Law. 

In one notable direction, the changed conditions in 
the United States have been of direct benefit to the Latin 
American Republics, namely, in lowering the cost of 
debt remittances which, in accordance with the United 
States abrogation of the “ gold clause,’ may now be 
made on the basis of the paper dollar. It has, in fact, 
been officially stated in Argentina that the depreciation of 
the dollar has substantially eased the position of the 
Treasury in regard to the External Debt service, whilst 
the Argentine Minister of Finance in July last intimated 
that the estimated deficit in the 1933 Budget of 6,600,000 
pesos (paper) would be eliminated by the end of the 
current year, owing to economies effected and the increased 
revenues derived from various sources. It is noteworthy 
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that on that occasion the Finance Minister gave the 
assurance that no necessity existed for a suspension of 
the interest and sinking fund service on the National 
Debt. Since this statement was issued, reports have 
been current that there has been submitted to the Finance 
Committee of the Argentine Senate a Bill providing for 
the suspension of the national internal and external 
debt services. In fact, the Bill provides for the suspension 
for three years of amortization only, and not interest, but, 
even if recommended by the Finance Committee, the 
measure would still have to pass both Houses of Congress, 
whilst, even in that event, the President would probably 
exercise his power of veto. There are admitted difficulties 
in providing full exchange cover, which may, however, 
find a natural solution in an export trade improvement— 
if not, an equitable solution might be the suspension of 
amortization of national debts for a reasonable period, 
although that stage has not yet been reached. Following 
the North American example, there is advocacy in 
certain Argentine quarters of a policy of currency inflation, 
but, while this might give ephemeral relief to farming 
and other debtor interests, the banking situation, as such, 
certainly does not justify any such steps, and the President 
is known to be definitely opposed thereto. 

The question of available exchange cover is, of course, 
directly linked with the balance of trade. The provisional 
returns of the total movement of Argentine foreign 
trade in the first six months of 1933 show that the 
aggregate value of imports increased to 189,537,000 pesos 
(gold), as compared with 178,081,000 pesos (gold) in the 
corresponding period of 1932, whilst exports were reduced 
to 255,420,000 pesos (gold), against 333,444,000 pesos 
(gold). In consequence, there was a diminution in the 
favourable balance of merchandise trade to 65,883,000 
pesos (gold), against 155,363,000 pesos (gold) in the first 
half of 1932. It is therefore apparent that there must 
be during the current year a substantial reduction in 
Argentina’s foreign exchange resources. Indeed, in view 
of the fact that the most active period in the grain export 
trade occurs in the early part of the year, it would not 
be surprising if the surplus of exports for 1933 is not more 
than 110,000,000 pesos (gold). From the British point 
of view, much will depend therefore upon the success 


ECONOMIC CONDITIONS 207 





of the scheme outlined in the Anglo-Argentine Trade Con- 
vention signed this year whereby a large proportion of 
the commercial credits frozen in Argentina awaiting 
remittance abroad across the exchange are to be 
liquidated by means of a bond issue on terms to be 
arranged. The amount of 12,000,000 pesos (paper) to be 
paid in cash is quite inadequate for the large demands 
for remittance, and delay in settlement of the details 
of the bond issue is giving rise to perturbation on the 
part of British trading interests. The returns of exchange 
available in Argentina for the half year ended June 30 
last show a falling off in purchases and sales as compared 
with the corresponding period of 1932, the total pur- 
chases by the banks having been 623,423,000 pesos 
(paper), and sales 621,037,000 pesos (paper), as compared 
with 792,799,000 pesos (paper) and 798,302,000 pesos 
(paper), respectively. 

Latest advices from Argentina state that, as the 
result of the depreciation in the value of the United States 
dollar, there has been a marked recovery in trade between 
Argentina and the United States. In this connection, 
it is of interest to examine the latest available statistics 
of the Argentine foreign trade by countries, which relate 
to the first four months of 1933. With regard to imports, 
the “‘ Tariff ’’ value thereof was 139,036,000 pesos (gold), 
the “ real ’’ value having been 6-9 per cent. less than this 
figure. Great Britain and Northern Ireland held first 
place in the import trade of Argentina, the purchases of 
that Republic having aggregated 29,673,000 pesos (gold), 
or 21-3 per cent. of the total. Great Britain is followed 
by the United States, with exports to Argentina totalling 
14,921,000 pesos (gold), or 10-7 per cent. of the aggregate. 
Italy follows with 14,305,000 pesos (gold)—or 10:3 per 
cent.—succeeded by Germany, with 14,204,000 pesos 
(gold), and then by France, with 8,039,000 pesos (gold). 
The “real’’ value of exports during January-April, 
1933, Was 168,263,000 pesos (gold), but of this amount, 
46,240,000 pesos (gold), or 27-4 per cent., representing 
shipments “to order,’’ had not, when the figures were 
issued, been classified as to destination. Nevertheless, 
the value of exports to Great Britain and Northern 
Ireland is given at 48,692,000 pesos (gold), or 28-8 per 
cent. of the total export trade of the Republic. The 
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next country in importance receiving goods from 
Argentina is Belgium, but to a value of only 12,439,000 
pesos (gold), or 7-4 per cent. of the total. Belgium is 
followed by France, with 10,990,000 pesos (gold) 
Germany, with 9,596,000 pesos (gold); but the United 
States is very low on the list, shipments to that country 
from Argentina having been 5,350,000 pesos (gold), 
only 3-2 per cent. of the total export trade of the Republic. 
Despite extensive efforts to develop alternative 
resources of revenue, such as shipments of meat and 
fruit, the Brazilian economic situation continues to be 
almost wholly dependent upon the coffee industry. The 
difficulties encountered by that industry on account of 
over-production are well known, and it appears that the 
cumulative results of the past restrictive policy are now 
coming to a head—a fact which is now recognized in 
Brazil. The authorities have already taken certain steps 
to restrict production and to lower prices of coffee to the 
consumers, but the artificial character of the position 
which has been built up, with its complicated ramifica- 
tions, makes difficult the realization of a free market. 
This difficulty is increased by the fact that the forth- 
coming Brazilian harvest promises to be of a bumper 
nature, the total production being estimated at 31,500,000 
bags. Stocks of coffee in Brazil, including those already 
in the Interior and the Sao Paulo “ pledged ”’ stocks, 
are some 25,000,000 bags, the excess in the past four years 
having accumulated at an average rate of some 6,000,000 
bags per annum. At the same time, exports of coffee in 
the coming season are not expected to exceed 16,000,000 
bags. Furthermore, good yields of mild coffees are also 
anticipated from the forthcoming harvests in the com- 
peting Central American Republics, so that the coffee 
season is likely to be a critical one for Brazil. The newly- 
formed National Coffee Department has formulated a 
comprehensive plan for the marketing of the new Brazilian 
crop, but there are certain to be technical and other 
difficulties in its application. Under the new regulations, 
a proportion of 40 per cent. of new crop coffees has to be 
consigned to the National Coffee Department, 30 per cent. 
direct to the ports, and 30 per cent. to the receiving ware- 
houses. It remains to be seen, however, whether these 
regulations can be smoothly enforced. The cost of 
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destroying the surplus stocks has been provided in the 
past from the export taxes on coffee, which, in effect, are 
borne by the consumer, but the low price of 30 milreis 
per bag now fixed as the price for the “ sacrifice ’’ quota 
to be paid by the National Coffee Department should 
encourage producers to concentrate on the maintenance 
of the higher grades of coffee and to curtail aggregate 
production more in accordance with the consumptive 
demand. The official policy has also recently been in the 
direction of lowering the export taxes by means of an 
adjustment in the milreis valuation in which they are 
collected. At the same time, the individual States are 
also making every effort to reduce the numerous imposts 
and taxes applied internally on the movement of coffee. 
Furthermore, a “ bonus in kind” of Io per cent. was 
recently granted for the benefit of importers, but, owing 
to complaints made by American interests that the bonus 
coffee disturbed normal business, the scheme has been 
abandoned so far as shipments to the United States are 
concerned. Broadly speaking, therefore, it appears that 
the Brazilian authorities are making every effort to restore 
the chief national product to a competitive basis in world 
markets, but the outlook—especially in its relation to 
the difficult fiscal situation—is at present undetermined. 

The question of exchange cover continues to be of a 
pressing nature in Brazil. The favourable balance of 
merchandise trade attained so far this year shows an 
appreciable reduction, and it is believed in quarters 
closely in touch with the Brazilian situation that recent 
reports of the possibility of a modification in the present 
external debt funding arrangements on the basis of 
increased generosity to the bondholders must at least be 
regarded as premature. The known shortage of all 
classes of imported goods in Brazil and the restricted 
amount of exchange available for their replenishment 
serve to bear out this view, whilst it is also to be noted 
that the Brazilian authorities show no sign of encouraging 
exports by permitting exchange rates to slide, the official 
sight rate on New York having recently been lowered by 
successive stages to offset the marked depreciation in 
United States dollars. Nevertheless, the recently con- 
cluded agreements for unfreezing over a period of six 
years the pent-up foreign exchange remittances were of a 
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comprehensive and acceptable nature, and compare 
favourably with the uncertainty prevailing in regard to 
the similar Argentine arrangements. 

The severity of the economic setback in Chile precludes 
any possibility of a rapid trade revival, but there are not 
lacking indications of improvement in basic conditions— 
especially internally—and some justification exists for 
slightly increased confidence ; the Budget for the year has 
been balanced—at least on paper—and measures for the 
reorganization of the nitrate of soda industry are well 
under way. Undoubtedly, it is especially encouraging 
to Chile to observe the cessation of the world-wide 
deflation. Owing to the extreme difficulty of the exchange 
situation during the past few years, the relinquishment 
of the gold standard of currency and other factors, prices 
of commodities, real estate and securities in Chile have 
all shown phenomenal advances, the latest index figure of 
wholesale prices of the Republic, for instance, being 351, 
as compared with 190 the twelve months previously, on 
the basis of 100 for the year 1913. In these circumstances, 
the progress of the inflationary movement in the United 
States and the various measures being instituted there to 
foster a general trade recovery are being closely watched 
by Chilean interests. 

Meanwhile, the Chilean Government is actively pro- 
ceeding with the industrial development plans formulated 
last year, and on June 30 last a new Fomento Law 
(No. 5185) was promulgated. This Law is, in effect, an 
amendment of the Decree Laws Nos. 127 and 446 promul- 
gated last year, which provided for. special discount 
operations to be undertaken by the Banco Central de 
Chile for the benefit of various central associations 
representing the chief national industries in order to 
foster their development. The present Law increases the 
total of such discount operations from 186,000,000 pesos 
to 300,000,000 pesos, and, at the same time, enables 
the Banco Central de Chile to satisfy itself as to the 
satisfactory nature of the guarantees offered in respect 
to the individual discount transactions—at least a nominal 
check upon undue inflation. 

The situation in Peru has recently shown improve- 
ment in several directions. The frontier dispute with 
Colombia has now been submitted to the League of 
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Nations, whilst the internal political situation is distinctly 
more settled. Furthermore, Peru has secured considerable 
benefit from the higher level of prices recently established 
for the chief export products of cotton and sugar. In 
Mexico, the general situation is quiet, but, on the whole, 
the feeling expressed is more optimistic. Silver mining 
is receiving increased attention, and the country should 
benefit considerably if a comparatively higher level of 
prices for silver is maintained in New York. The Central 
American countries generally anticipate good crops of 
coffee in the coming season, and at least for the time being 
should benefit from the continuance of restrictive measures 
in the Brazilian coffee industry. In regard to questions 
of exchange, there is some promise of relaxation of the 
foreign exchange control regulations in Ecuador, but, 
on the other hand, some form of official control is mooted 
in Salvador. 

Generally speaking, it may be stated that the course 
of economic conditions in the United States is having 
profound influence in Latin America. The leading 
Republics have in the past few years done much towards 
accommodating themselves to the changed world con- 
ditions—especially lower working costs—and their chief 
need is undoubtedly increased foreign exchange resources 
by means of expansion in the export trades. Should 
a permanently higher level of values be established, the 
Latin American outlook will be definitely brighter. 


International Banking Review 
ITALY 
"To be seems to be a distinct tendency for Italy 
to become a nation of rentiers. Before the war, 
and until recently, the scarcity of capital in Italy 
was proverbial. Progress is now being made towards 
the accumulation of savings. The favourable response 
of the public to the last two issues—two tranches of the 
Government-guaranteed electrification loan—shows that 
there is ample capital available for investment, and also 
that there is a distinct willingness on the part of the 
general public to invest. The accumulation of savings 
U 
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is also indicated by recent banking statistics which show 
that between December 31, 1932, and April 30, 1933, 
there was a marked increase in bank deposits. The 
proportion of the increase to total deposits was 8-46 for 
the Banco di Roma, 7-12 per cent. for the Credito 
Italiano, 2-18 per cent. for the Banca Commerciale 
Italiana, o-66 per cent. for the Banca Populare Cooperative 
di Novara, and 0:34 per cent. for the Istituto Italiano di 
Credito Marittimo. 


HOLLAND 


The emergency measures that had to be taken in June 
in order to defend the guilder against the bear attack 
have been gradually liquidated. The Netherlands Bank 
was able to reduce the re-discount rate from its high 
level of 44 per cent. to 3 per cent., by three reductions 
of $ per cent. each. There was no longer any need for 
maintaining the artificially wide discount on forward 
guilder, which was arranged for the discouragement of 
bear speculation; nor was it necessary to continue the 
restrictions on forward exchange transactions. 


DENMARK 

A strong movement is on foot to bring pressure to 
bear upon the Danish Government to raise the sterling- 
krone rate to 30. Various producing and exporting 
interests advocate a so-called currency strike, by which 
exporters would refuse to sell their foreign currencies 
until the rate had been raised to the desired level. The 
Government, on the other hand, is determined to main- 
tain the krone at its present level of 224. It was the 
success of the previous movement, as a result of which 
the authorities reluctantly consented to allow the krone 
to depreciate from about 19 to 22} to the pound that 
has encouraged the producing and exporting interests 
to insist on a further rise. 


AUSTRIA 


The balance sheet of the Creditanstalt for the end 
of 1932 has just been published, giving for the first 
time full details of the real position. The arrangements 
made in accordance with the agreement between the 
Government and the creditors are being completed. 
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A holding company under the name of Société de Gestion 
has been established in Monaco, with its management 
in Paris and working headquarters in Vienna. 

The much-postponed Austrian external loan has at 
last been issued in all the centres which have agreed 
so far to participate in it. It is hoped that, with the 
aid of the proceeds, the Austrian Government will be 
able to bring about a reasonable trade revival, so as to 
counteract the effects of the various actions taken by 
Germany to secure a Nazi victory by means of economic 
pressure. 

HUNGARY 


An agreement between Hungary and Switzerland for 
the liquidation of unclearable balances accumulating 
through the exchange clearing arrangement has just 
been concluded. As Swiss exports to Hungary exceeded 
Hungarian exports to Switzerland, there was a large 
net balance of pengoes in the special account of the 
Hungarian National Bank. It has been agreed to 
arrange, in settlement of this balance, the purchase of 
500,000 quintals of Hungarian wheat at a price about 
20 per cent. in excess of the world market price. The 
Swiss creditors will have to cut a loss of 20 per cent. 
in order to obtain the payment of their claims. 

According to the report of Mr. Tyler, the financial 
expert delegated by the League of Nations Financial 
Commission to advise the Hungarian Government, the 
amount paid into the National Bank to the credit of 
foreign blocked accounts is 123,450,000 pengoes. 


Banking Reviews 
English Reviews. 

T the present time a _ text-book dealing with 
A American currency and banking is only too likely 
to be out of date before it leaves the publisher’s 
hands. For this reason clear and comprehensive articles 
dealing with the subject are generally welcome and we 
wish to call the attention of our readers to such an article 
which appears in the July-August issue of the MIDLAND 
BANK Review and is entitled ‘‘ The American Monetary 
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System. Recent changes in Currency and Banking.” 
The writer is, surely, somewhat modest when he states 
that the article ‘is not intended for American readers, 
who may be presumed to need no informing on the 
subjects with which it deals,’’ for we feel sure that there 
are very many Americans who would read with avidity 
the excellent summary of the present position which he 
provides. Indeed, as he states later, “ the business of 
banking in the United States is fast becoming as mucha 
profession for lawyers as for bankers pure and simple.” 
He points out that none of the recent legislative changes 
have attempted to bring American banking into the shape 
of a structurally cohesive system and in this respect have 
failed to deal with the weaknesses which have been 
disclosed. Turning to changes in the Currency Circulation, 
he considers that in effect gold has disappeared from 
internal circulation and that, should America ever return 
to a gold standard, it will be to a gold bullion standard 
similar to that which existed in this country from 1925 
to 1931 

He deals with the “ inflation powers ”’ contained in the 
Farm Relief Act and suggests that, since under one of the 
clauses the President is authorized to instruct the Federal 
Reserve Banks to purchase and hold United States 
Government securities up to a limit of $3,000 millions, 
over and above the amount already held, government 
control over the Federal Reserve system is definitely 
extended. “This is but one ironical effect of the 
depression upon a system designed specifically to secure, 
among other things, freedom from political influence.”’ 

Comparing the departure of the United States from 
the gold standard with that of our own country, he 
stresses the point that no restrictions on gold exports or 
imports have been imposed here, and hence, though no 
gold is produced in this country, a free market in the 
metal has been maintained. In America the position 
is quite different and, although the United States is 
the world’s third largest producer of gold and the world’s 
largest holder of gold, there is no free gold market, and 
producers still sell their output to the Treasury at the 
par price, notwithstanding the depreciation of the dollar 
in relation to gold. 

Another excellent and instructive article may be found 
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in the August number of LLoyps BANK Review under 
the title ‘‘ Prices and Exchange Rates.” The writer gives 
an exceedingly clear explanation in non-technical language 
of the ‘“‘ equilibrium rate ’’—often called ‘‘ the purchasing 
power parity ’—between two currencies. No student of 
banking can afford to miss this simplification of a difficult 
and intricate subject and all who are interested in inter- 
national finance will find much to interest them. The 
writer points out the difficulty of deciding the “‘ equili- 
brium rate ’’ even when two countries are on the gold 
standard, because, if one currency be over-valued in terms 
of another, it maynot be correct to take the par of exchange 
as being the “ equilibrium rate.’’ Thus, when valuing the 
£ in terms of the $, if we wish to find the present “ equi- 
librium rate ’’ on the basis of that existing just before 
Great Britain went off the gold standard, we shall obtain 
different results according as to whether we take as a 
basis the par of exchange {1=$4-866; or, assuming that 
the £ was then overvalued 10 per cent., {1=$4-38 (an 
assumed “‘ equilibrium rate”’). Further, in order to obtain 
the “ equilibrium rate,” it is necessary to make use of 
index numbers of prices, and the writer points out that 
widely different alternative results will be obtained 
according to the type of index number selected. Hence 
we may conclude that the true equilibrium rate can be 
calculated only within very broad limits, and when the 
time comes for de facto stabilization ‘‘ the most we can 
do is to make as good a guess as possible at the true rate, 
stabilize there, and see how it works.’’ Moreover, it must 
always be remembered that prices and the rate of exchange 
react upon each other. 

“The Recovery in Commodities ”’ is the title of an 
optimistic article in the WESTMINSTER BANK Review for 
July, wherein it is suggested that there seems a reasonable 
probability that the recent recovery in the general price 
level may be maintained. The writer considers that 
‘the rises began in the natural manner, through the 
curtailment of supply to contracted demand,” and though 
the “‘ boom ”’ began in America it has spread to other 
countries, and there has been no actual inflation in the 
United States since the banking crisis. He points out 
that, compared with their previous falls, world prices 
have risen only moderately, and that it has been in the 
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most depressed agricultural products and industrial raw 
materials that the biggest increases have been seen. “‘ It 
is hard to say how far the demand for commodities is 
consumptive and how far speculative, but to the extent 
that real consumption of goods has been stimulated by 
the boom and by the now general improvement in con- 
ditions this year, the recovery can be regarded as durable.”’ 

A short but interesting article on the growth of ‘‘ The 
British Motor Industry ’’ appears in the August number 
of BARCLAYS BANK Review. Other articles in the same 
number deal with “‘ The Monetary Policy of the Empire ” 
and ‘‘ Petroleum from Coal.” 


Foreign Reviews. 

The Bulletin for July issued by the SocIETE DE 
BANQUE SUISSE contains an article entitled ‘‘ Le Franc 
Suisse.” As Switzerland is one of the few countries 
where the gold standard is in free operation the writer 
discusses the position of the Swiss franc and the reasons 
why that country has been able to stay on the gold 
standard and maintain her currency in a sound condition. 
Despite the writer’s assurance that this policy will con- 
tinue we are rather sceptical. The position of the Swiss 
National Bank is one of great strength; the cover for 
the note issue is almost equivalent to the notes issued 
and certainly more than that for the notes in actual 
circulation. The Government is not indebted to the Bank, 
and Government indebtedness has been converted to bear 
lower interest rates. When, however, we examine the 
balance of payments we come, in our view, to the weak side 
of the situation. Switzerland has always had an adverse 
trade balance which has been met by tourist expenditure 
in that country. We look in vain for figures relating to the 
tourist industry in this article, for surely that is one of 
Switzerland’s largest and most important sources of 
income; but no figures are given. The adverse balance 
has certainly been reduced for the last two years, but 
we believe the fall in the tourist receipts must reach very 
large figures indeed. How then can Switzerland carry on ? 
We gather from the writer that for the past two years 
she has been existing on accumulated resources and we 
cannot help asking how long can this continue? Although 
the position of the government finance may be perfectly 
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orthodox and the desire to maintain the gold standard 
strong we fail to see how a country can maintain its 
financial position by living on its accumulated resources ; 
they must sometime or other be exhausted. We hope, 
however, that conditions may improve before then, so 
that Switzerland will not be forced to abandon the gold 
standard. 

A very good idea of the position in the United States 
may be obtained from the GUARANTY SURVEY for July. 
Business has continued to expand and “ nothing has yet 
occurred to alter the view that the general business trend 
is distinctly upward, while the Government continues to 
press forward vigorously in its recovery campaign.” It 
is very hard to determine, as the writer points out, 
whether the rise in prices is due to sound or unsound 
reasons; that is to say, whether the apparent recovery 
has been due to the prospect of currency debasement and 
other experiments in government control. Is there a 
domestic “ flight from the dollar’’? There has been no 
inflation of currency or credit but there has obviously 
been an increase in the velocity of circulation which 
has the effect of raising prices. ‘“‘ But it is difficult to 
escape the conclusion that the increase in velocity and 
the accompanying price advance have been prompted 
by doubts concerning the future value of the dollar.”’ 

The writer fears, however, that when the expectation 
of inflation ceases the buying will come to an end and, 
unless real consumer purchasing power has increased and 
expanded, industrial stagnation will set in. It is for this 
reason that we are somewhat anxious about the present 
position. The writer then discusses the various methods 
by which the Government has engineered and induced 
this rise in prices and increase in business activity. He 
concludes by saying: “‘ For the present, encouragement 
is to be found in the fact that business levels are con- 
siderably higher, business sentiment is more optimistic, 
and une mployment is materially lower than a few months 
ago.’ 
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Books 


Henry P. Davison. By THomaAs W. Lamont. (New 
York, 1933. London: Hamish Hamilton, Ltd. 
Price 15s.) 

THE biography of one of the most outstanding figures 
in American banking, covering a highly interesting 
period, would be of interest to bankers even if its author 
were not another prominent banker. As it is, the book 
is doubly worth reading. In addition to what it offers as 
hitherto unpublished information about the crisis of 1907 
and war finance, it is interesting as a human document. 
It reveals much more of the work of J. P. Morgan & Co. 
than any of the evidence did during the recent Senate 
Inquiry. 


THE INTERNAL DEBTS OF THE UNITED STATES. Edited 
by EvANs CLARK and GEORGE Bb. GALLOway. 
Published for TWENTIETH CENTURY FUND by 
THE MACMILLAN CoMPANYy. (New York, 1933. 
London: Macmillan & Co. Price 21s.) 


THIs is one of the most thorough works ever published 
on a financial subject. It consists of independent 
contributions by experts on various categories of public 
and private debts. They dealt with their respective 
subjects independently from each other but according 
to a uniform plan, and the result of their research is 
summarized in the concluding chapters. The book 
contains most valuable statistical material. Its conclusion 
is that the extent to which the burden of indek edness 
is excessive varies widely not only between various 
classes of debtors but also between debtors wiv..in the 
same class; for this reason, the idea of a uniform solution 
is strongly opposed, and the remedy of individual 
concessions is advocated. 


THE MECHANISM OF THE CREDIT STANDARD. By HANS 
GLUCKSTADT. (London, 1933. P. S. King & Son. 

Price 7s. 6d.) 
THE author of the recently published voluminous 
‘Theory of the Credit Standard’”’ sets out practical 
proposals for a new monetary standard based on the 
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principle of controlling production by means of a new 


international currency. 


GROUNDWORK OF Economics. By R. D. RICHARDs. 


Second Edition. 
Tutorial Press.) 


(London, 1933. University 


THE book has been revised and brought up to date. 
Recent economic developments have been incorporated. 


JUST PUBLISHED BY PITMAN 


THE 
ORGANIZATION AND 
MANAGEMENT OF A 

BRANCH BANK 


By FRANCIS J. LEWCOCK 
Cert.A.1.B., A.C.1.S., F.R.Econ.S., 
Author of 
“ The Securities Clerk in a Branch Bank.” 


A new and comprehensive treat- 
ment of branch banking procedure, 
containing detailed information 
on the most efficient methods 
of organization generally and on 
the special duties of the Branch 
manager, accountant, cashier, 
ledger clerk and other ranks. 
144 pages 5/- net. 


q This book has been prepared with the full co- 

operation of prominent banking officials. Copies 

can be ordered from a bookseller or the publishers. 
Write for complete Banking List. 


SIR ISAAC PITMAN & SONS, LIMITED 
PARKER STREET - KINGSWAY, W.C.2 


30 LIME ST. and 
LONDON, E.C.3 


Tel. : 
Monument 0794 





JUST PUBLISHED 


The Mechanism 
of the Credit 
Standard 


By HANS GLUCKSTADT, B.8c. (Econ.) 
7s. 6d. 


Written by a Danish economist, this 
book sets out practical proposals for 
a new Monetary Standard based on 
the principle of controlling money 
production by means of a new Inter- 
national Money. The amount of this 
new International Money held in each 
country is to determine the quantity 
of the national money, and it is 
demonstrated that the result will be 
stability of prices and exchanges. 
Special measures are proposed for 
dealing with the present crisis. 


P. S. KING & SON, 
WESTMINSTER 





A. M. BONNER, 
eUBBER STAMPS 









TD. Established 


- 1884 


7 BLOMFIELD ST. 
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Table I GOLD HOLDINGS or || | 


(IN MILLIONS OF £) | 
| | | 





























| | GERMANY 
ENGLAND| U.S.A. | FRANCE | BELGIUM | NETHER- | DENMARK| NORWAY | SWEDEN 
Total Abroad 
7 . 
— | 
1930 | 
JANUARY .. 150°5 601-9 341°8 33°6 37-0 9°5 8-1 13-5 111-8 7°3 
APRIL... | 156-2 620°9 341-0 33°8 35:7 9°5 8-1 13-4 | 124°5 7°3 
JULY ie 156-3 615-1 355°6 34°3 35°7 9-5 8-1 13-3 | 128-2 7.3 
OCTOBER... 155-6 611-0 395°3 36-2 32:7 9-5 8-1 13°3 119-6 7°3 
1931 
JANUARY .. 145°9 604°3 432°6 39-2 35-2 9°5 8-1 13°3 108°5 10-9 |¢ 
APRIL ‘ed 144°5 640-1 $51°6 41-1 36°8 9-5 8-1 13°2 114°7 10-2 
JULY an 163°3 701-1 452-7 41-0 41-1 9°5 8-1 13-1 69-6 a? 
OCTOBER 134°8 644°9 481-5 71°3 58-0 9-0 8:0 10-9 63°7 4-9 
' 
1932 | 
JANUARY . 120-7 613-9 554-4 72°8 73°3 7-9 8°5 11°3 48-2 55 | 
APRIL 120°8 | 620-1 618-2 71°38 73:2 8-0 85 11:3. | 43-0 3:9 | 
JULY . 136-1 -O 662°8 73°3 81-0 74 8:3 11°3 10°7 1:3 
SEPTEMBER 138°9 0-8 662-0 74°8 85-2 7-3 7°83 11°3 87-6 +] 
OCTOBER 139-4 59L-5 665-2 73°8 85°5 7°3 7°8 11-3 39-0 3+] 
NOVEMBER 139°4 617-1 668°5 74°6 85°5 7°3 7-9 11°3 40-0 3+) 
DECEMBER 139-4 626-6 671-1 74°3 85°3 7°3 79 11°3 40°5 2-5 
1933 i 
JANUARY .. 119°8 647-0 668-4 74°2 85°3 7°3 79 11°3 39°5 2+] 
FEBRUARY 126-4 668°9 659°3 74°6 84-9 7°3 79 11°3 40-2 1-9 
MARCH .. 150-2 594°5 653-0 75°4 83-4 7°3 8-0 11°3 37-6 2-3 
APRIL <n 171°8 665-1 647°4 76°3 78-4 7°3 &-3 12-0 36-2 3+] 
MAY 186°0 705°9 651-0 76°3 74°8 7:3 8:3 12-0 20-1 1:0 
JUNE oe 186°3 723-3 652°6 76°3 69-1 7-3 &-3 11-9 18-2 11 
JULY . 189-4 728°2 654-1 76°5 61:5 7:3 8-3 11°9 9-2 1:0 
AUGUST .. 190-1 731-4 660-0 76°38 63-9 7°3 8-3 13°38 | 12-0 1:6 
1 The figures are taken from the returns | Bi 
2 Excluding a small amount held in the | 
3 Gold and silver holdings. | 
a) rl al Ty 74T . . | 
Table II CREDIT AND CURRENCY (millions of £) 
CLEARING BANKS BANK OF ENGLAND | 
Other Deposits*® Government 
Le posits Cash Advances in Banking Reserve® Notes in | 
P J Bankers’ Depart- Circulatio 
Total Balances ment® | | 
1930 | 
JANUARY .. 1,767°5 192-0 969-1 111-8 75°5 64°9 53°5 |} 355°8 
APRIL oi 1,712°0 187-2 968-2 101-7 65°2 57:1 | 60°6 359-8 
JULY ne 1,749°0 191-2 950-4 107-0 70°3 52-4 49°8 365-0 
OCTOBER .. 1,791-0 188-7 | 922-3 95-9 61-0 42-2 60-6 357-2 
1931 
JANUARY . 1,835°9 194°6 907-4 97°7 64°4 48°8 51:4 | «351-7 
APRIL os 1,698°1 W754 923°8 91-9 56°6 32-0 51-9 |} 353-7 
JULY aa 1,750°3 180-7 896-7 103-1 69-3 36°3 | 56°3 358-1 
OCTOBER 1,687 °8 172-9 894-4 120-4 68°3 56°5 53°6 | 356°8 
| 
1932 
JANUARY 1 176°9 112°5 74°3 45°3 49-9 345-9 
APRIL 2 170-2 93-6 58°3 62°6 43-0 | 352°8 
JULY : 2 187°7 122-7 88:2 68°8 44°3 | 369-3 
SEPTEMBER 3 149-6 114-0 80°6 69-9 54°6 | 359°8 
OCTOBER .. 1,853 °3 189°5 110°9 77°% | 67-0 56-0 358°4 
NOVEMBER... 1,858°8 190°2 127-6 90°5 } 68°9 55°6 358°8 
DECEMBER.. 1,943 -7 203°1 136-2 102-4 102-4 23°6 371-2 
1933 
JANUARY .. | 1,943°3 210-9 749-6 135°8 103-4 | 90°6 45°4 | 353-2 
FEBRUARY 1,917-2 204-6 751-0 133°3 98-3 86-4 61-0 | 356-2 
MARCH ae 1,885 °9 204-0 751°6 127°8 92-8 57°7 79°7 367-1 
APRIL a 1,890°9 215°7 749-2 138-0 100°9 68-5 74:0 371-9 
MAY > 1,904°2 202-3 760°6 117-0 77°5 | 72°5 72:3 374°1 
JUNE oa 1,688 °9 181°8 677-7 147°3 105-1 | 75:4 74°2 375-1 | 
JULY 7a 1,934°4 201-6 753°3 156-2 98-5 } 90°6 72°8 377 °2 


1 Average weekly balances, nine banks. 2 Average of four or five weekly returns. 
* Since December, 1931, figures relate to last Wednesday in each month. 
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apy | CENTRAL BANKS! Table ay 


) - — i isons ; —e — 
































3 | ARGENTINA 
[ANY ° ; | CZECHO. | aqor ae ea — 
| pussiA | POLAND | SLOVAKIA AUSTRIA |HUNGARY| ITALY LAND | SPAIN JAPAN a POY 
| Office | la Nacion 
Abroad 
L Parr 
i | 
16°1 7s 4-9 5+8 56-1 | 101-7 107°3 87:9 | 1:3 
7°3 16-2 7°7 4-9 5-8 | 563 | 97-9 91:7 | 87:9 | 1°3 
7°3 16-2 8-0 4°9 58 | 56:3 98-0 90-2 87-9 1:3 
7°3 13-0 R+7 6-2 5°38 | 57-2 98-2 85-1 87°3 0:9 
7:3 
51-1 13-0 9-4 5:8 57°3 28-4 96°7 85°4 84°5 0:3 
10-9 |¢ 53-2 13-0 9-4 4°5 57°4 25°5 96-0 85:9 77-4 0-4 
10-2 |} 53°7 13°3 9-4 4-0 58-1 33°4 96°3 87°3 b4°7 0-3 
4 60°2 13-3 9-3 3°8 58-9 67-4 | 90:3 | 82: 57-1 | (0°38 
9 
13-8 10-0 5:5 3°77 60°9 93-1 89-1 48-1 51°8 0-2 
55 | 13°2 10-0 5-2 3°6 | 60°9 96:7 | 89°3 44-0 51-0 0-2 
39 11-2 10-0 4°3 3°5 61°3 103-4 | 89-4 43-9 51-0 0-2 
30 | 11°0 10-0 4°3 3°5 62°2 104:8 | 89:5 43°9 51:0 O-% 
2 if 11-3 10-1 4°3 3-5 | 62-6 104-6 89°5 43-9 51-0 0-2 
3°1 | 11-4 10°1 4°3 3°5 62°8 104°6 89°5 43-9 51-0 0-2 
"0 11°5 10°3 4°3 3°5 | 63-0 101-2 89°5 43-9 51-0 0:2 
11-6 10°4 4°3 3-5 | 63-2 98-0 89-6 43°5 51:0 0-2 
21 11-8 10°4 4°3 3-5 | 63-1 98-0 89-6 43-5 51:0 0-2 
1-9 11-8 10°4 4°3 3-5 66°8 100°3 89-6 43-5 51:0 0-2 
2:3 11°3 10-4 4°3 3°5 68-0 100°5 89°6 43°5 51°0 0-2 
3°] 11°3 10-4 4:3 3°5 70°5 94-5 89°6 43°5 51-0 0-2 
1°0 10-9 10°4 4°3 3°5 72°3 81:5 89°6 43°5 51-0 0-2 
11 10-9 10°4 4-3 3°5 73°2 74°3 89°6 43°5 51:0 0-2 
: 0 10-9 10-4 4°3 3°5 | 75°6 72°1 89-6 43°5 51-0 0-2 
yn or nearest the first of the month, 
the returns Banking Department. 
held in the 
Table III GOLD MOVEMENTS 
| pak oF UNITED KINGDOM UNITED STATES 
: VAAL GOL! 
. . AAL GOLD 
Net , Net Net CUT 
Influx (+) Imports Exports mporte (+) | Imports Exports | “Mporte(+) | at 85/- per 
‘ | or Efflax (— Exports (— Exports (—) fine ounce 
£ millions £ millions £ millions £ millions $ millions $ millions $ millions £ millions 
1930 
JANUARY .. + 4°0 8-6 3°3 + 5°3 12-9 8-9 + 2 3°8 
| APRIL ia + 6°6 8-8 3-0 + 5-8 65-8 0-1 + 65-7 3°7 
JULY ae — 3°38 5-1 8:3 — 3-2 21-9 2:5 — 20°6 3:9 
OCTOBER .. + 4°38 9°3 7:1 + 2-2 35-6 9°3 + 26°3 3:9 
1931 | | 
JANUARY .. — 7°5 7°3 16-2 — 8:9 34 |} + 34-4 3°9 
APRIL a a 2°7 5-9 0:9 + 5-0 49°5 + 49°5 | 3°7 
JULY .. | —31°7 10-0 36°8 | —26-9 20°5 1-0 + 19°5 3-9 
OCTOBER .. | \ 8:6 5:3 + 3:3 | 60°9 398°6 | —337-7 4-0 
1932 
JANUARY 17-1 21-5 | — 4-4 | “{ 107°9 | — 75-0 4-0 
\ APRIL — 12-2 55 | + 6:7 9°3 49-5 | — 30-2 4-0 
JULY <<} + BS 12-8 7°4 + 5-4 33 23°5 — 7:2 4-2 
SEPTEMBER. . + O-5 12-1 11-0 } + 1:1 28-0 - + 28-0 4°1 
OCTOBER .. | — | 9°3 8-2 | + 1-1 20-7 _ 20-7 4°] 
NOVEMBER .. | — } 9°8 } + 4-0 21°38 - + 21°8 4-1 
. DECEMBER... | —19°6 12-0 — 9-3 100°9 _ | +100-9 4-2 
1933 
JANUARY .. + 66 | 9°3 22-3 +13:0 | 128°5 —_ +128°5 4-1 
FEBRUARY .. | +21°4 11°3 6-1 | + 5-2 30°4 12°6 + 17°8 3°8 
MARCH -o | +25°9 | 24-3 4-5 | +19°8 14-9 37-0 — 22-1 4°0 
| APRIL .» | +12°3 | 20-0 | 3-7 | +16°3 6-8 16°7 —- 99 3:8 
’ May.. st -- } 32-0 | 3-8 +28°2 1°38 22-9 — 21:1 4-0 
JUNE .. | + 383°3 | 24-0 2:7 +21°3 3-9 
JULY ..| +06 | 27-0 1-1 +25°9 3-9 
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Table IV MONEY | | 


























LONDON | 
Discount Rates Treasury Bills | 
Week ending Day so fine T 
ae | sa Bank Bills | Fine Trade | Weekly Tender Amount Amount 
an Rate $ months PE a te Offered Applied for | 
Per cent. Per cent. Per cent. Per cent. Per cent. | £ millions £ millions | 
pat = 2 eee | 
1933 £s. d. | | 
FEBRUARY 3 2 ? #3 2 014 0-20 | 40 |} 72-9 
~ 10 2 } é 2t 016 9-20 | 40 | 83-8 
ws 17 2 3 # 2h 017 2:84 45 } 90-3 | 
va 2 2 ? # 2t 014 5-59 45 | 80-3 
MARCH 3 2 g tk 23 O11 4°39 45 | 67-71 | 
pH 10 2 8 t 23 010 1:5 45 71-1 
17 2 § $ 23 0 8 10°9 42 } 71-3 
a 2 2 } + 3 0 6 9-27 45¢ | 77-6 | 
ee $1 2 i z 2 011 9-78 45t | 7-2 | 
APRIL 7 2 ? # 2¢ 0 10 11°25 45T | 90-5 | 
te ‘ 2 § v1 2 0 8 10-03 50t | 62:0 | 
Pa 2 2 i i 2t 0 9 6:30 50t 68-8 
28 2 8 i 2 0 8 4°73 50t 78°9 
Miy 5 2 3 2+ 0 8 6:04 50t 87°2 
: 12 2 § 4 2t 0 7 8:14 50t 78-9 
ee 19 2 g + 2 O 7 2-54 50 76-0 | 
” 26 2 f te 2 0 6 4:27 BOF | 74°5 | 
JUNE 2 2 + + 2h 0 5 11°18 50 67°5 | 
a 9 2 § #t 2t 0 7 O-80 50 64-2 
- 16 2 § 4 2t 0 10 10°91 50 | 76-7 | | 
ca 23 2 i 4 2% 0 7 10°34 50 | 82:6 
a 30 2 i +h 2% 0 8 9-55 45 79 | 
JULY 7 2 8 tf 2} 010 4°85 45 83:9 | 
fe 14 2 § ; 24 0 7 7:86 40 67:9 | 
ns 21 2 § % 2} 0 6 5-42 43 | 63-4 
i 28 2 # is 2% O 6 11°68 40 | 81°5 
Avaust 4 2 i bs 2} 0 5 4:95 40 | 70-9 
ie 11 2 4 # 2% 0 5 5:19 40 | 65-1 & 
All figures given above are the rates ruling on Friday of each week. 
Table V FOREIGN E 
DAILY AV 
j 3 
NEW YORK MONTREAL PARIS | BRUSSELS MILAN ZURICH MADRID 
Stok $ tok Fr. to £ Belga to £ Lire to £ Fr. to£ P’tas to £ 
| 1 } 
PAR OF EXCHANGE.. .. sey Pa | | 12631 35°00 92°40 as"a2is as°2ais t 
cilia tes o ae Toe | 
1930 | 
JANUARY 4°8697 4-°9222 123-91 34°947 93-05 25-162 37-017 
APRIL 4°8635 4-8654 124-11 34-842 92-777 25-095 38-946 
JULY 4-8656 4-8622 123-67 34-3810 92-879 25-044 42-203 
OCTOBER 4°8591 4°8536 123-85 34°845 92-804 25-020 47-141 | 
1931 
JANUARY ‘ 4°8551 4°8645 123-81 34°815 92-739 25-076 46-640 
APRIL 4°8599 4°8621 124-28 34-950 92-815 25°235 47-015 
JULY . 4°8566 4°8729 123-82 34°818 92-865 24-994 52-018 
OCTOBER 3°8887 4°3700 98-66 27-794 75°352 19-823 43-366 ! 
1932 
JANUARY ae 4°0377 87°11 24-689 68-017 17-582 40-809 | 
APRIL 4°1716 95°12 26-778 72-840 19-299 48-788 | 
JULY 4°0757 90-60 25-608 69-567 18-256 44-041 
SEPTEMBER 3°8420 88-61 25-038 67-677 18-018 42-798 
OCTOBER 3°7233 86°58 24-460 66-374 17-606 41-517 | 
NOVEMBER 3°7475 83-59 23-620 64-048 17-018 40-089 
DECEMBER 3°7833 83-95 23-658 64-069 17-040 40-180 
1933 | 
JANUARY 3° 3°8367 86-07 24-228 65-642 17-416 41-072 | 
FEBRUARY 3° 4°0997 87-26 24-492 66-908 17-664 41-488 | 
MARCH 3° 4°1199 87°41 24-605 67°157 17-770 40-3819 
APRIL 3° 4°2188 7°25 24-600 66-705 17-770 40-347 
May 3° 4°4870 85°57 24-189 64-660 17-439 39-377 
JUNE 4° 4-5988 86-07 24-267 64-799 17-564 39-865 
JULY 4: 4°9050 85-24 23-903 63-124 17-267 39-921 








1 The old parity of 25-2215 was aban 
2 ‘The old parity of 25-2215 was aban 
3 Berne until November, 1929. 

4 Average Oct. 1 to Oct, 6, Bani 
§ Quoted 19 th—30th only. 
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VEY Table Wininii, 





























RATES 
| NEW YORK PARIS BERLIN AMSTERDAM 
{_—$— << $< < — —$— - — ————_—___—_— _ 
| | | 
Market | Market | Market Private 
| Bank Rate; Discount | Call Money Bank Rate Discount | Bank Rate Discount Bank Rate Discount 
| Rate Rate | | Rate Rate 
| | 
Per cent, | Percent. | Percent. Per cent. Percent. | Percent. | Per cent. Per cent. Per cent. 
} | EE | — 
24 ts | 4 24 1} 4 3% 2% + 
24 | %s 4 24 1} 4 34 24 } 
24 ts 4 24 2% 4 3 2+ fs 
; 24 t | i 24 24 4 3% Pn | 
2+ 2% 2t 23 2t 4 3 23 | i 
34 3% 24 24 4 | 8 24 } ij 
3 2H } 24 24 2¢ 4 3% 2¢ | % 
34 Qa 2 2¢ 2 4 35 2 I 
34 2% 2 24 2t 4 3 2) i 
3 lt | 1 24 23 a 3 23 ts 
3 ts 1 24 2 4 34 3 is 
3 tt 1 24% 2+ 4 3h 2 i 
3 ts q 24 2% 4 34 24 3 
3 ts 4 24 2% 4 3% 2¢ | 1 
8 4 § 24 2% 4 3% 34 2h 
is * 8 24 2} 4 3f 34 l 
24 ts § 24 2% 4 34 3¢ } A 
24 + i 2 2} 4 34 3} | le 
24 ‘ a 24 2t 4 34 3} 1} 
24 is 8 24 2 4 3 } 34 lj 
24 1 8 23 13 4 3 3% 1} 
24 Ys l 24 1} 4 35 4¢ iz 
24 * 1 24 lk 4 3g 44 | 4 
} 24 te 1 24 lj 4 3% | 4h 34 
24 ry 1 24 1g 4 |} 3% ow | 3h 
2+ te 1 2+ 1% 4 3% 3+ 24 
2+ ts 1 2+ lj 4 34 } 3t 1g 
2+ | th 1 2% 1% 4 3% 34 1 
t In 24% Conversion Loan 1944 49 and Treasury Bills. 
> + 1 y 
IGN EXCHANGES Table V—cont. 
| 
DAILY |} AVERAGES 
Bamana _ . : - . necililia 
AMSTERDAM BERLIN PRAGUE WARSAW |STOCKHOLM| BOMBAY KOBE RIO DE | BUENOS 
| JANEIKO| AIRES 
| Fl.to£ Rmk. to £ Kronento£ Zlotyto£ | Kr.to£ d. per Rupee d. per Yen. d. per | d. per 
| rm ee Milreis. Gold -e80. 
| 17°107 20°43 10425 47°38 | 18159 18 2a58 5 8097 47619 
12-102 ‘| 20-387 164-56 18-136 17-93 { 6°525 45-04 
12-098 20-375 164-17 18-092 17-86 5-743 43°71 
12-093 20-3383 164-06 18°097 17°82 39 5°368 40°50 
12-061 20-412 163-78 18-095 17-82 24°52 (4)5-119 38-49 
12-066 20-419 163-91 18-138 17:78 24°48 4°461 | 34-49 
12-106 20-409 164-06 18-148 17°85 24-41 3-615 37-68 
12-056 20-967 164-01 18-145 17°81 24-40 3°579 | 33-61 
9-630 16-702 130-68 16°s11 17°88 {| 30-07 3°502 32-03 
8-541 14-484 115-75 30-690 =| 17-867 18°13 25-27 4-290 40-08 
9-263 15-788 126-40 33-510 19-643 18-04 21-10 4-184 | 38-60 
8-814 14°959 119-97 31°577 19-484 | 18-06 18°64 5-038 39°60 (5) 
| 8644 14°590 117 °27 30-976 19-487 | 13°15 16°53 5-200 40°43 
8-450 14-291 114-68 30-584 19-370 18-17 16°36 5*285 41-17 
8-160 13-7386 110-56 29-224 18-797 18-19 15°18 5°466 42-94 
8-151 13°758 110-53 29°155 18-296 18-19 15°36 5°435 | 43°17 
| 
8-361 14-127 11: 4 29-923 18°373 18°17 14°88 5-380 | 2°24 
8-500 14.355 115-22 30°474 18-753 18°75 14°65 5:375 | 41°54 
8-531 14-462 115°77 30-676 18-904 18°05 15-00 5°375 | 40°90 
7 8-168 14-679 115-24 30-668 19-053 18-06 14°91 5-293 40-96 
8°357 14-410 112-98 30-037 19-428 18-08 14°72 4-792 41-94 
; | 8-440 14°375 113-69 30-190 19-442 18°08 15-02 4-607 41-82 
8-263 14-002 112-61 30-824 19-385 18-07 14°98 4°115 | 41°95 





9915 was abandoned as from June 25, 1928. 
9215 was Sbandoned as from December 22, 1927, 


yer, 1929. 4 
Oct, 6, Banks closed during remainder of month, 


only. 
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Table VI BRITISH TRADE A 
COAL PIG-IRON (1) | STEEL (1) - 
Exports Number of 
Production inemasing Furnaces in Production | Production 
—_ Blast . 
mM ni ater om 
aeiitione of = of | ahr en of meer of 
1930 
JANUARY we - a oe ae 23-8 5:9 159 650 | 771 
APRIL és “ : as ? 19°7 4°6 151 620 696 | 
JULY .. os ‘ ne os ee 18-7 4-9 105 486 621 
OCTOBER on - - ee oe 21-0 5-1 96 415 512 
1931 
JANUARY oe - éa oa ee 19-2 3-6 83 337 402 
APRIL ae ‘ve as oe oe 18-6 3°6 78 $23 397 
JULY .. ~~ a wn ee . 17-1 3:7 70 317 429 
OCTOBER a FP ie ae én 19-7 4-3 66 284 457 
1932 
JANUARY ‘a ae ae ‘“ <a 18:7 3°6 76 330 430 
APRIL - ae os es ee 18-4 3°38 69 317 433 
JULY .. oe - ae a ‘ 15-0 3-6 56 293 432 
SEPTEMBER .. a ee 16-1 3:1 59 260 430 
OCTOBER én me : ea és 17-5 3°6 59 276 439 
NOVEMBER .. ee ‘ as ‘ka 18:3 3:7 59 268 474 
DECEMBER .. ‘“s ca oe as 18-9 3°3 60 285 430 
1933 | 
JANUARY 18:8 3°5 62 287 444 
FEBRUARY 17°8 3:2 63 271 483 
MARCH 19°5 3°5 70 332 578 
APRIL 15-4 2-9 69 325 510 
May 17-4 3°9 72 340 600 
JUNE... 15°3 3:3 72 346 569 
JULY 3°35 73 344 568 
(1) Returns issued by the 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
OVERSEAS TRADE BANK CLEARINGS. UNEMPLOYMENT 
; 4 Index of 
2 Percent- Numbers Produe- 
Imports Exports |Re-exports| London Provincial Tota Comper age of on Live tion 
“ Country” ative insured Register | (Quarterly) 
Total persons | 
y ¢ € rs € £ £ unem- 000's | 1024 = 100 
lions millions r ns 1 nes millions millions millions ployed omitted | 
1930 
JANUARY .. 101°9 58°3 8-2 10-4 5-0 15-4 19-5 12-6 1,481 109-6 
APRIL ..|  83°9 46-9 7-8 10-4 $+7 15-1 20°38 14:6 1,678 | 100-9 J 
JULY -, R52 50°7 6°7 10-0 4°3 14°3 19-9 16-7 1,964 90°7 
OCTOBER .., 90-9 16-9 7-2 9-6 4-0 13°5 19-9 18°7 2,200 | 92:7 : 
‘ 
1931 
JANUARY . 75°6 37-6 6-0 9-9 4-2 14-2 22-] 21°5 2,614 85-1 U 
APRIL .» 70-0 32°5 6-6 9-5 3:9 13°4 21°] 20-9 2,532 80°6 A 
JULY . 70-1 34°3 4-9 9-1 4-0) 13-1 21°3 22°6 2,664 81:1 } Jt 
OCTOBER . 80°7 32°8 a°3 9-0 4-1 13°1 20-9 21:9 2,756 90-5 On 
1932 | 
JANUARY .., 62-3 31:1 52 9-6 4-2 13-8 21-7 22-4 2,728 Ja 
APRIL 53°5 34°83 1-6 9-0 4-0 13-0 21-1 21:4 2,652 91-3 Al 
JULY 51-9 29° 3 3°3 8-8 4-5 13°3 22°6 22-9 2,812 83-2 Ju 
SEPTEMBER 54°33 26-2 2°9 7:7 3°7 11-4 18°6 22°8 2,858 77°8 SE 
OCTOBER 60-8 30-4 37 8-7 4-1 12°8 21-4 21:9 2,747 Oc 
NOVEMBER 61°6 31-1 4-1 8-6 3°9 12-5 20-6 22-2 2,800 87-2 | Ne 
DECEMBER 60-6 32-4 4-1 9-0 4-1 13+1 21-5 21-7 2,723 : | Dy 
1933 
JANUARY ..| 54:1 29-2 4-2 9-5 4-2 13°7 22-4 23-1 2,903 Ja 
FEBRUARY.. 49°1 27-9 4-5 8-9 4-2 13-1 22-0 22-8 2,857 88-0 Fr 
MARCH ..|  56°3 2°6 4-0 8-5 4-0 12-5 21-3 22-0 2,776 M 
APRIL 51-2 26°4 3°5 9°3 4-0 13-3 22-7 21-4 2,698 AI 
May “ 57-3 30°8 3°8 9-0 4°0 13-0 21-8 20°5 2,583 88:1 Ms 
JUNE .-| 53°83 28-5 5°3 8-7 3°9 12°6 20°6 19°5 2,438 Jv 
JULY ‘ 53-7 29°8 4°3 9-4 4°3 13-7 22-3 19°6 2,442 Ju 
1 Daily averages. | 2 “Country ” clearings at London Clearing House. 3 Total clearings (London ie 
**Country”’ and Provincial) adjusted for comparative purposes, by application of Board of Trade index Cor 
number of wholesale prices (1924 100). * Average of four or five weekly returns since December, 1931, 


figures published monthly. 5 Reprinted by courtesy of the London and Cambridge Economic Service. 
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| PACTURES THEREOF MACHINERY COTTON WOOL 
| | Exports of Exports of Exports of Exports of Exports of 
| Imports | Exports Imports Exports Yarns Piece Goods Tops Wool and Wool and 
| | | Worsted Worsted 
| Yarns Tissues 
of | Thousands | Thousands £ Millions of Millions of Millions Millions Millions of 
| of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
| 
310 352 1,514 4,456 13°2 | 313-2 2°7 8°7 14-1 
| 234 | 268 1699 3,361 11°5 217-0 2:4 3-0 7-0 
199 | 303 1,415 4,440 11-0 | 197-4 2°7 | 3°2 10°1 
264 | 264 1,499 4,128 as «(| 150°3 3-1 3°6 } 8-7 
| | | 
| 
222 167 1,181 3,280 11°3 } 155-6 2°4 2-4 10°4 
193 188 1,216 2,843 10°8 135°2 2°8 | 2-4 5-0 
231 168 1,227 2,693 11°3 | 177°3 2°5 3°5 6-6 
276 159 1,698 2,792 12°8 143-1 2-6 4-0 6-7 
170 167 925 2,701 16°4 179-9 3° 3°4 8-5 
145 180 769 13°9 199°3 3°6 2°9 6°3 
119 158 635 9-5 198°3 2:4 3°7 7°6 
107 27 600 10-0 177°4 3°3 3:0 6°3 
163 160 734 10-9 138°4 4°7 3°4 5°9 
58 170 840 9-9 159°2 4-1 3:1 5°5 
73 164 913 11-7 195°8 £-6 3°5 7-4 
69 149 72 10°6 197°3 3°3 2°8 8-4 
78 136 626 11-9 194-6 4-2 3-0 8-5 
97 155 689 2°8 209°9 4°3 3:1 79 
77 133 630 12°4 171-2 3°0 2°8 5:5 
&5 179 719 10-9 168-7 3-6 3°2 6:1 
69 154 672 10°6 141-6 3°8 3°2 6°6 
63 156 599 2,240 10-4 154-7 ‘3 4°3 8-9 
sued by the National Federation of Iron and Steel Manufacturers. 
, + + 
Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
5 Cost of 
t Wholesale 1 Wholesale Wholesale Living Wholesale) Cost of Wholesale! Cost of 
° Cost of Depart Statis- Statis- (Statis Living Living 
: | Living ment of tisches tisches tigue (Statie- 
ly Board of |* Econ _ |( Ministry Labor) Reichsamt Reichs- Générale | éi vg 
Trade | omist” lof Labour amt Générale) 
00 | July 1913/14 July (Jan.-July 
19013 = 100) 1918 = 100 1914 == 100 +1918 100 1018 100 100 1913 100 | 1914 = 100) 1913 = 100/ 1914 — 100 
(db) (b) 
6 1930 eae _ 
9 JANUARY oa 131-0 118°5 164 133-8 32°3 151°6 976 960 453 
7 APRIL «+ | 123-7 112°3 155 129-9 | 126-7 147-4 548 572 429 
7 JULY .. 119-2 106-8 157 120°3 125-1 149-3 558 592 402 | 
OCTOBER 113-0 99-6 157 118-3 120-2 145-4 552 597 387 
1951 (a) 
‘1 JANUARY 106-9 91-3 152 112°8 | 115:2 140-4 576 590 362 
6 APRIL 105°7 90-0 147 107-2 | 118°7 | 187-2 548 589 353 -- 
‘. |} JULY... 102-2 86-0 145 103-2 334°? 137°4 500 565 337 | : 
‘5 OCTOBER 104-4 90-1 146 100°7 107°1 133°1 457 531 330 | 473 
| | 
1932 
JANUARY 105°8 90-0 147 100-0 124-5 439 534 326 | 470 
‘3 APRIL 102°4 86°3 143 98:4 121-7 439 535 319 474 
‘2 JULY .. “ 97-7 82-7 141 95-9 | 121-5 430 517 300 | 456 
8 SEPTEMBER .. | 102-1 88:1 143 95°1 119°5 413 = 307 462 
OCTOBER 101-1 85°3 143 94°3 119-0 412 304 465 
2 NOVEMBER | 101-1 85:7 | 143 93-9 118°8 413 516 302 j; 468 
DECEMBER | 101-0 84-1 142 92-4 118-4 413 299 463 
] 
1933 | 
JANUARY 100°3 84-2 141 87-4 91-0 117-4 411 296 | 461 
0 FEBRUARY 98-9 82:7 139 85-7 91-2 | 116-9 404 523 293 458 
MaRcH - 97-6 82-3 137 86-2 91-1 116-6 390 287 451 
APRIL 97°2 84°5 136 86°5 90°7 116-6 387 282 444 
i. May .. 99-2 87°5 | 136 89°8 91°9 18-2 383 | 516 282 447 
JUNE.. 101-7 89-5 | 138 93-1 92-9 118°8 403 J 285 447 
JULY.. | 102-3 89:9 | 139 | 93-9 | 118-7 401 | 283 
| ' 
don 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
\dex comparison. 
031, 2 Gold index. (a) Revised index. (¥) New index. 
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Glyn Mills New Headquarters in 
Lombard Street 
By Professor C. H. Reilly 
At six weeks ago I was taken to see this 


building. The exterior was then much as it is 

in these illustrations, a domestic-looking early 
Georgian building which, but for its size, might have 
been put up in 1753 when the bank was _ founded. 
It did not excite or thrill one in any way. That it did 
not do so was no doubt intentional. The interior, 
however, did. It was in a semi-finished stage where 
one looked up through tiers of light scaffolding at great 
vaults and domes, which one would never have dreamt 
the exterior hid. The Roman grandeur of their con- 
trasting curved surfaces was very impressive. The 
scaffolding gave scale as it generally does. One felt 
there was something big and impressive, not only in 
size but in conception, forming behind it. From expe- 
rience one knew, of course, that most buildings make 
a greater impact upon the imagination in this half- 
finished stage than later on when fully clothed and 
decorated, just as a sketch by Tiepolo, or any other of 
the late Italian masters, is generally so much more 
thrilling than the great painted ceiling or wall decoration 
for which it has been made. Still one looked forward 
with considerable interest to the photographs of the 
finished interior when the time came to write about 
the building. With the bank moving in early this month 
the time has come but not the photographs. All that 
are before me are the plan and the photographs of the 
exterior taken by THE BANKER. The interior, I am in- 
formed, is just in that moving-in stage when it would be 
unfair to take photographs. Everyone knows the in- 
decencies of a move—furniture that has been discreetly 
hidden in upper rooms suddenly dragged to the light of 
day. One can sympathize very well with the bank 
not wishing its interior displayed in such a state. All 
one can do is to promise the readers of THE BANKER 
that photographs of this surprising interior will be pub- 
lished later, though whether they will then justify my 
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memory of it as seen dimly through the scaffolding 
[ cannot say. 

The plan, however, which the architects have provided 
and which the bank, in spite of its private character, 





GROUND FLOOR PLAN 


has been good enough to allow to be published, is worth 
a little consideration 
The bank, it will be seen, is on a trapezoidal-shaped 
island site, with a frontage of about 110 feet to Lombard 
X 
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Street, and on the opposite side with one of about 
similar length to Change Alley North. At right angles 
to the centre line of these the site tapers from about 
1530 feet to Birchin Lane to about 120 feet to Change Alley 





grap) \Bedjord Leme 
LOMBARD STREET FRONT VIEWED FROM ABCHURCH 
LANE CORNER 
Kast It is therefore a good-sized area and, for the 


City, of fairly regular shape, eiving the possibility of 
regular balanced planning. Perhaps it should not be 
described as an island site, for above the ground floor 
both in Lombard Street, where it adjoins Martins Bank, 
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and in Birchin Lane, at the Change Alley end, the 
entrances to Change Alley Kast and Change Alley North 
have both been built over from the first floor upwards. 

he main idea of the plan is a large and lofty central 


, ri Ad 
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Photograpl Bedford Lemere 


LOMBARD STREET FRONT SHOWING BIRCHIN LANI 
CORNER 


hall with its long axis running out to the main central 
door in Lombard Street. To this central hall are tran- 
septs as in a church. What one might call the nave 
and chancel are 30 feet wide and 65 feet long with no 








O THE BANKER 


5) 
— 


~ 


‘ 


intermediate supports, and the transepts are the same 
width. If I remember rightly, these are vaulted with 
lofty Roman barrel vaults and semi-domes, lit high up 
by great semicircular windows looking out over lower 





Photograp/ Bedjord Lemere 
BIRCHIN LANI FRONT VIEWED FROM LOMBARD STREET 


parts of the building. It is this great hall with its 
stretches of unencumbered floor space and the finely 
curved forms of its apsidal ends and vaults, like some 
splendid apartment in a Roman therme, which is the 
feature of the interior—an extraordinarily unexpected 


t- 
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feature after the red brick domestic exterior with its 
wooden sash windows (or wooden-looking ones). The 
other surprise of the interior is the circular domed 
apartment, 28 feet in diameter, and bearing much 
the same relation to the banking hall as a_ baptistery 
might to a basilica. This is the partners’ room ap- 
proached down a short diagonal corridor from the main 
hall. It is placed at the Lombard Street and Birchin 
Lane corner of the site and to get a room of this shape 
into an acute-angled corner has meant, as will be seen 
from the plan, a number of rather queerly shaped 
adjacent apartments utilized as waiting-rooms, safes and 
vent shafts. 

The great central public space has counters on three 
sides of it with ample room for ledger clerks behind them. 
In this bank, however, the public are also admitted to 
certain of the upper floors, and for this purpose a staircase 
and lifts are provided in the other Lombard Street corner 
next Change Alley East. The space over the central 
hall, in spite of its lofty vaulting, must be an area to 
light the offices or corridors above whether used by the 
bank or the bank’s tenants. These latter have their 
entrance staircase and lift at the far corner of the site 
in Birchin Lane next to the covered way to Change Alley 
North. Beyond this rough outline of the general arrange- 
ments, which can be studied from the plan, it may be said 
that this interior promised at an early stage at any rate 
to be a more interesting thing than anything the same 
architects (Sir Herbert Baker and Mr. A. T. Scott) have 
produced either at the Bank of England or next door 
at Martins Bank. 

Turning now to the exterior—-whether one thinks this 
quiet building, so similar to a Bloomsbury hotel or to 
Sir Edwin Lutyens’s recent building in the same idiom 
near the British Museum for the Young Women’s Christian 
Association, is like a great office building or not—one must 
admit it has great civic virtues. It is, for instance, an 
excellent neighbour to Martins Bank, carrying on indeed 
not only the lines of stringcourses and cornices but on 
the ground and mezzanine floors the same fenestration. 
Further, as one sees in the first illustration, the architects 
have placed their two chief cornices in spite of the 
domestic character of their building at the level of those 
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ot the verv monumental Lloyds Bank further down the 


The ground floor and mezzanine composition, both 
his new bank and of Martins, is the most effective 





\NOTHETI VIEW IN BIRCHIN LANI 


and interesting part of the exterior design, as indeed it 
should be in a narrow street. The alternation of a big 
arched window with square headed iower ones on either 
side, which the Italian Renaissance architects so eagerly 
adopted from the Roman triumphal arch, never fails 





y r r y ’ T ryn Tr . 
GLYN MILLS HEADQUARTERS 233 
to please and especially so when carried out, as here, with 
solidity and restraint. Above, will be found long ranges 
of domestic windows of the Georgian type, the taller 
circular-headed ones being on the second floor. One 





Phot vat i bed ovd Lemnies 
VIEW FROM CHANGI ALLEY 


cannot say that such treatment of a large bank build- 
ing is right or that it is wrong. It is certainly quiet 
and unobjectionable. It may well have been a condition 
set to the architects that this building, being for a private 
bank, should look like a private bank; and for what that 
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should be, save for Messrs. Hoare’s fine stone building in 
Fleet Street, one would have to go back to the Georgian 
buildings in provincial towns in which such banks were 
venerally housed. If it were really an instruction to the 
same architects to make the new Bank of England look 
like the private mansion of an individual there is nothing 
strange in Messrs. Glyn Mills giving similar instructions 
with similar results on a smaller scale. When one knows 
the interiors, however, one cannot but feel that there has 
in both cases been some exercise of a very English form 
of attectation. As a nation we love under-statements. 
It may be one of the reasons why we are so often called 
hypocrites by other nations. We like our millionaires, 
when we have any, to walk about in rusty old clothes. 
We like to find the treasures of a Duveen or a Worth 
behind a forbiddingly plain fagade. Similarly there- 
fore it may seem right (one hopes it does) to the partners 
of this bank that their Piranesi-like halls should be buried 
behind these plain eighteenth-century brick fronts even 
if such fronts have had to be stretched to a twentieth- 
century size. One can at least be thankful that they 
have not given us a nineteenth-century structure, all 
columns and the other top-hatted devices, with which 
this part of London generally arrays itself. 








